UNIV Y 
OF MICH .GAN 


JAN 2e@ iy¥o3 








xe, ies 
"ha ae 


i aa i m 1 | i Oc 
Va he iii CT i = P iil 


. OT nA iT 






ay 


ese a 
EE aD 
ne 
a. 
me 





TRUSTEESHIP IN 1953 


Investment and New Business Gutlook 








This is a ballot box, 


believe it or not! 


THERE ARE FEW companies 100 years old. Centennial 
celebrations are news. Their survival in business is no 
happenstance. The daily record of failures makes any 
business undertaking “‘difficult, human and worthwhile.” 


Successful management is elected by the people. The 
competency of a company is passed upon by customer- 
voters hour by hour, day by day. Customers register their 
opinion of a firm’s policies and practices, its integrity, its 
service, its progressiveness. They ultimately recognize 
character and place their stamp of approval upon it. 

The market place is a symbol of economic freedom— 
where the consumer is free to choose this or that, or 
nothing at all. 

The polling booth is the symbol of political freedom— 
another kind of customer choice. 

When the political leader unduly restricts the freedom 
of the market place, or the businessman unduly in- 
fluences political processes, both endanger our national 
well-being. 

Political freedom and economic freedom are Siamese 
twins. They thrive or suffer together. If they work to- 
gether, each respecting the other, America will continue 
to show its tail-lights to the rest of the world. 


This freedom of choice makes the lowliest citizen a 
sovereign. He can substitute any form of Government for 
the American system. He can throw the biggest company 


CITIES (A) SERVICE 


into bankruptcy overnight by voting for its competitor. 
Set this down as gospel: 


A BUSINESS IS BIG ...ITS LIFE IS LONG... 
ONLY IF CUSTOMERS VOTE IT SO! 


Tue roots of Cities Service companies are deep in the 
soil of American endeavor. They extend back four gener- 
ations. They weathered the early vicissitudes of all small 
businesses. They survived wars and depressions, and 
grew strong because they were nurtured by the water and 
sunshine of quality and service. 


After eighty years a Cities Service company still does 
business near the site of Drake’s first oil well in Titusville, 
Pennsylvania, and another company produces and sells 
natural gas in the Fredonia, New York area where it was 
discovered in 1821. 

In 1952, customers voted Cities Service another span of 
life through their purchase of $900,000,000 worth of 
products and services— $500 million more than in 1945— 
in a free and competitive market place. 


Twenty-odd thousand employees and 18,000 dealers of 
Cities Service are deeply aware of the source of their well- 
being and the long life of their company. They will strive 
to continue to merit the confidence of men and women in 
a country where economic freedom and political freedom 
are blood-brothers. 
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laid, by another general who was elected 
president —- George Washington. With the 
new nation just emerging from an exhaust- 
ing war, much of Washington’s attention was 
given to the support of conservative financial 
policies. Eisenhower’s campaign statements 
suggest a similar point of view ... “ex- 
travagance in government spending brings 
ever increasing taxes ... At this rate the 
old age pension of $41 in another year will 
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Oil Articles Helpful 


We have recently begun to do some 
work for a client who has interests in 
oil lands. You can readily understand 
how glad we were to get your last issue. 
I find Trusts AnD Estates very useful, 


It is a most excellent magazine. 
H. G. Hudson, Esq., 
Ratcliff, Vaughn, Hudson, 
Ferrell & Carter 
Winston-Salem, N. C. 


Bar President’s Compliments 


I want to compliment you on your 
excellent article on the Keogh-Reed 
Bills, which appeared in the November 
issue. As President of the Rhode Island 
Bar Association I was particularly in- 
terested to read this. The Conference 
of Bar Association Presidents of the 
American Bar Association is actively 
working for the passage of this legisla- 
tion. 

Colin MacR. Makepeace, Esq. 


Providence, R. I. 


Computing Canadian Death Duties 


In the April 1952 issue of Trusts 
AND EsTATES, an article appeared entitled 
“Canadian Death Duties on American 
Estates” by J. de M. Marler, Q. C. As a 
supplement to that comprehensive arti- 
cle, | have prepared an explanation sheet 
which illustrates the computation of 
Canadian Succession Duties step by step. 


Although the office of the Administra- 
tor of Succession Duties figures the tax 
from information filed by the represent- 
ative, it sometimes is desirable to know 
the amount of the tax prior to filing the 
return. This form is convenient for that 
purpose, as it will save the time of read- 
ing the Canadian law and having to 
digest and apply all the sections to a 
particular estate. There will be compli- 
cated or unusual problems that are not 
covered by this explanation sheet and 
the statutes will have to be checked care- 
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CALCULATION OF DOMINION TAX 


Gross Estate - - - - (1) 

Less: Debts - - - (2)... 
Aggregate Net Value - (3) 
Canadian Estate - - (4) 

Less: Proportion of Debts (5) 

Net Canadian Estate - (6) 
Initial Rate (7)_...__--.% 


fully in such cases. However, the form 
will prove helpful in the average estate 
holding Canadian securities. 


Mr. Marler was kind enough to check 


the form and made some clarifying sug- 
gestions which I have incorporated. 


Richard A. Nordbye, 
Trust Department, 


First National Bank 


Minneapolis, Minn. 


EXPLANATORY NOTES 


(1) Total value of all the decedent’s assets 


(2) 


wherever situated. Dominion changes all 
values to Canadian Funds before starting 
computation. Any Canadian accrued divi- 
dends should be reduced by 15% Canadian 
Income Tax. 


Total of deductions allowed by Dominion 
Law, which includes only decedent’s debts 
and expenses of funeral and last illness 
and reasonable surrogate, 
other like court fees. 


probate or 
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Name-Relationship-Class 
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(3) Figure (1) minus figure (2). 


(4) Value of Canadian assets. 


(5) 


(6) 


(7) 


(8) 


(9) 


Proportion of deductions based on follow- 
ing formula: “Canadian Assets Subject to 
Claims” divided by “Total Assets Subject 
to Claims.” times figure (2). 


Value of Canadian Assets to be taxed— 
figure (4) minus figure (5). 


Initial Rate using figure (6) for entering 
the “Aggregate Net Value” column. If 
figure (3) is less than $50,000, there is 
no tax. 


Value of Canadian assets a beneficiary 
will receive. 


Additional rate using figure (8) for 
“Dutiable Value” column, and _benefici- 
ary’s class for “Class” column. Class A 
includes widow and children under 18 or 
dependent on decedent on account of in- 
firmity. Class B includes children over 18, 
grandchildren, grandparents, parents, hus- 
band, sons-and daughters-in-law, and lineal 
descendants of the deceased not in Class 


A. Class C includes lineal ancestors not 
in Class B, brothers, sisters, nephews, 
nieces, aunts, uncles, and first cousins. 
Class (D) includes remoter relatives and 
strangers. If value of figure (8) is less 
than $1,000, there is no tax. 


(10) Figure (7) plus figure (9). 
(11) Proportion of exemption using the fol- 


lowing formula: Figure (4) divided by 
Figure (1) times exemption. A widow has 
a $20,000 exemption plus $5,000 for each 
child under 18, less the amount of inheri- 
tance the child receives. A child under 18 
has a $5,000 exemption plus $15,000 if 
left an orphan. 


(12) Difference between figure (8) and figure 


(11). 


(13) Product of figure (10) times figure (12). 


Credit is allowed for Provincial duty paid 
up to one half of figure (13), times “Net 
Dominion Value of Property also taxed by 
Province” divided by figure (16). 

Interest at 5% starts running 6 months 
after date of death. 











* 





In Illinois—it’s The Northern Trust 


for complete Trust service 


a NORTHERN TRUST COMPANY offers you more 


than 63 years’ experience in all phases of trust 


and estate management. We welcome the oppor- 


tunity to serve as your Trust Department in 


Illinois. You will find this bank’s personalized at- 


tention and prompt handling of every detail par- 


ticularly helpful. 


Come in any time and talk over your needs. 





erat. 


THE NORTHERN TRUST COMPANY 


NORTHWEST CORNER LASALLE AND MONROE STREETS 





CHICAGO 90, ILLINOIS 


* 





TRUSTS AND ESTATES 











l 
coun! 
busin 
on th 


a 
Ad 


Reno 
York 
also | 
or ju 
need 
and 


busin 


Th 
unive 
busin 
also : 
costs- 


. the n 


busin 
if no 
and t 
to “t 


Esi 
activ: 
as th 
to th 
of Cc 
work 
a sur 
more 
edito 
ment: 
even 
perso 
lies ¢ 
“We 
in 75: 

Pe 
a mc 
metr¢ 
of re 
conci 
Com 
ships 
ment 
mech 


Inc 


Janu 





. 





4 
A 








Appraisal of Trust Prospects 


PROBLEMS, OPPORTUNITIES OUTLINED FROM SURVEY 


OME SEVENTY TRUST INSTITUTIONS, representing both 

large and medium-sized cities in every section of the 
country, were asked, within the month, to appraise trust 
business from their own experience and the over-all view, 
on three major issues: 


1. The most profitable development in the trust depart- 
ment during 1952. 


2. The main problem confronting them in: a. Developing 
new business, and b. Improving trust earnings. 


3. The greatest opportunity for trust progress in 53. 


Advices from moderate-sized departments in Albuquerque, 
Reno and Jackson (Miss.) to the largest in Chicago. New 
York and Philadelphia, while giving a variety of answers 
also show basic similarities without regard to geographical 
or jurisdictional boundaries, as in the general emphasis on 
need of compensatory fees for certain services or situations, 
and of trairred personnel both to develop and administer 
business. 


The trend to use of professional fiduciary services seems 
universal, with many volunteering the information that new 
business volume and assets are at all-time highs. Several 
also report gross and net at new highs, and while mounting 
costs—especially salaries—are remarked most frequently as 


. the major problem, apparently the volume of profitable new 


business has usually enabled total earnings to keep up with, 
if not exceed, expenses. The ratio, however, is a thin one 
and the managers of trust departments can do no better than 
to “take inventory” of their operations and potentials. 


Most Profitable Development in °52 


Estate administrations and results from estate analysis 
activities shared top honors with Employee benefit trusts 
as the “most profitable development” of the past year. As 
to the former, the comment from Huntington National Bank 
of Columbus is of special interest: “We now have two men 
working full time on estate analysis and it has proven to be 
a sure-fire new business developer.” This observation is the 
more timely in view of the finding, in recent interviews of the 
editors with heads of more than one hundred trust depart- 
ments, of an increasing backlog of interested prospects and 
even estate plans awaiting review, which lack of time or 
personnel precludes from being followed up. Perhaps there 
lies a main answer to profitability, for this bank reported: 
“We do not have any problem (of improving trust earnings 
in 53) in that our earnings have been steadily increasing.” 


Pension, especially Profit-sharing, Trusts were credited as 
a most profitable development in smaller cities as well as 
metropolitan centers, with frequent reference to the value 
of resultant contacts for other services. A significant and 
concise resume of achievement was that from Guaranty Trust 
Company of New York: “Widening of valuable relation- 
ships through Pension trust activities; expansion of Invest- 
ment agency services and Common Trust funds, and further 
mechanization of operations.” 


Increasing proportions of business and income were re- 
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ported in “living” or immediate types of service such as In- 
vestment Advisory Accounts, Custodianships, and Living 
Trusts, along with Corporate trusts and agencies. Fee Rene- 
gotiation programs were credited by a half-dozen banks 
as a most productive source of increased earnings. A Chicago 
trust company summed up the profitability results thus: 


Best dollar profit: Personal trusts. 
Best profit margin: Probate & Corporate accounts. 


Best gain in volume: Pension & Profit-Sharing trusts. 


While the questions were variously interpreted—and prop- 
erly so—there was a quite general pattern discernible, as in 
the coincidence of gratification over increased volume with 
reports of wider personal contacts of officers—banking as 
well as trust—and of growing recognition of corporate 
fiduciary in estate analysis and investment functions, re- 
sulting from cooperation with lawyers and insurancemen. A 
sideline of interest was that attributing a marked pick-up 
in business to attractive new quarters and equipment. 


Major Problems of °53: New Business 


Far and away the leading difficulty pointed out here is 
that of getting and training suitable. personnel, especially of 
officer calibre, as those that extend their comment on this 
point emphasize the importance of new business contacts by 
executives, partly because of the people with whom they 
deal and partly because of the possible complications of 
estate analysis, pension plans and relationships with other 
professional groups. As United States National Bank, Port- 
land (Ore.) notes: we must find more time for officers to 
do the follow-up work, since results have been so consistently 
gratifying where personal contact utilizes the build-up of 
Forums, direct-mail, and other efforts. 


Closely allied are the problems of “getting wider recogni- 


- tion of trust usage under existing gift and estate tax condi- 


tions,” overcoming delusions about the usefulness of Joint 
Tenancies, and about bank availability being limited to 
“millionaires only.” Surprisingly, no comments were made 
as to the barrier raised by popular belief that bank trust 
service is over-costly. These and many other impediments 
to wide appreciation of professional fiduciary services are 
the result of “too little and too late” efforts to inform people, 
be they bank customers, allied professional groups (especial- 
ly the newer members), or a willingness to let present busi- 
ness go by in hopes that windfalls of large, clean estates will 
fill the gaps. 


The advice from the Pennsylvania Company for Banking 
& Trusts, Philadelphia, brings the underlying issue into 
focus with the statement: “All of us must accept the modern 
concept of providing trust services for a comparatively new 
stratum of society if we are to realize fully on the social 
and economic changes taking place in our capitalistic sys- 
tem. A good example of this in our institution is the accept- 
ance of numerous union welfare plans, which has resulted 
in adding thousands of new names on our books.” 


Overhauling and improvement of sales techniques are 
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called for, since, as many very practically suggest, selective 
solicitation and screening of prospects and lists is absolutely 
essential if many desirable accounts are to be contacted 
properly within the time and personnel limits of most trust 
departments. As one bank urged, we must have more eflici- 
ent use of manpower in business development, and _ this 
necessitates well-revised prospect lists, preliminary indoctrin- 
ation or “education” by proven techniques of Finance For- 
ums, good direct-mail programs, and avoidance of wasted 
effort on the unprofitable or “unconvincible.” Only one 
bank cited the “growing competition with other banks that 
have become increasingly aware of the value of trust ser- 
vices,” as a problem, though banks there as in most areas 
still obtain less than a majority of probate business, and 
have a wide open field for “living” services. 


Improving Trust Earnings 


“Getting adequate fees to cover mounting costs” was most 
generally cited as the major operating problem confronting 
fiduciaries in 1953, with several banks further defining the 
need for increasing sub-standard charges, or making charges 
for special or “extraordinary” services. Reply to this query. 
however, varied not only with the jurisdiction but also within 
the same state, indicating that it is not the only alternative 
to unprofitability, at least in the better-rate areas. Contrast- 
ing notes of optimism were registered by a substantial num- 
ber of respondents, such as ‘the one from Ohio cited above 
(that they had no profit problem), and from the lowa-Des- 
Moines National Bank which reported: 

“We have not made large earnings but they have been stable 
and have steadily increased. They will show real development 


when the current inflation is stopped and wages and salaries, 
which make up 80% of our costs, have stabilized.” 


“Volume” is the answer seen at the First National Bank 
in Albuquerque, since “the per unit cost is cut when salaries 
are spread over a larger volume.” This point is made from 
such diverse corners of America as Peoples First National 
Bank, Pittsburgh, First National Bank of Miami and Stock 
Growers National Bank of Cheyenne, and implied by others 
in conjunction with greater selectivity of new business, 
allowance of extraordinary charges or emphasis on the more 
profitable types of accounts, especially estates. 


A meritorious degtee of introspection is shown in the 
majority of responses, with many like Lincoln Rochester 
(N.Y.) Trust Co. foreseeing improvement from simplifica- 
tion of procedures, controls on expenses, continued mecha- 
nization, elimination of repetitive detail. As an example of 
the latter opportunity, the First Trust Co. of Lincoln (Neb.) 
advises: “The Common Trust fund offers the best hope.” 
Increased efficiency and productivity of employees through 
training is the solution advanced by a Pennsylvania bank 
which concludes: “If we can create better jobs at better pay, 
we can hope for a sizeable reduction in personnel turnover.” 
Continued uptrend in individual productivity is seen also by 
a Chicago bank, “as mechanization approaches the satura- 
tion point,” while the First National Bank of Reno, like the 
United States Trust Co. of New York, sees mechanization 
as accommodating more profitable volume and efficiency. 


Greatest Opportunities of °53 


Professional fiduciaries are in a more favorable position 
than almost any other business, in having a continual and 
generally growing market for their services, largely un- 
affected by overall business conditions. With business and 
professional people under severe pressure of time in their 
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daily work, with millions of others too young or old or 
lacking in financial lore and facilities, those who help create, 
plan, protect and manage personal and business estates 
have unlimited opportunities for service. In fact the replies 
to this survey were unanimously optimistic on the outlook 
for greater business, and usually better profit, in the coming 
year. 

The chief limitation foreseen was thé quantity and quality 
of manpower available. Increasing business, deriving from 
years of “missionary” work, with concentration of effort 
where it pays, are considered as the main doors to improved 
trust department conditions. It is heartening to see the 
frequent reference to qualified high-calibre staff as the solu- 
tion to the very problem they are casually thought to create: 
excessive operating costs in a largely fixed-fee business. In 
new trust business development, a superior staff can develop 
workable prospect lists, select and cooperate in planning 
desirable accounts, and enlist aid of commercial department 
associates as they coincidentally open the best of bank con- 
tacts, through such approaches as employee benefit plans. 
business buy-and-sell agreements, as well as via personal 
estate and investment relations. As noted in reply from 
Bank of America of San Francisco; “The volume of new 
business we acquire will be commensurate with the quaniity 
and quality of manpower employed in our new business 
effort.” 


On the administrative side, respondent banks point out 
that review of procedures is sure to result in more efficient 
use of man- and woman-power, greater work satisfaction and 
consequent reduction of turnover, leaving more experienced 
administrators to do the work faster and reliably. Analysis 
of accounts for renegotiation of inadequate fees is one 
recommendation for improved earnings (assuming elimina- 
tion of competitive fee-cutting which destroys the whole 
foundation of high-standards) and adoption of mechanical 
aids, along with elimination of excess items and accountings 
by use of the common trust fund, can improve the net-to- 
gross ratio. 


One New York bank states that Stock transfer and Corpo- 
rate trusts are the most profitable lines; since such a large 
proportion of the work is done through machines on a lower 
cost basis. The competitive rates on Pension trusts consid- 
erably offset the opportunities for great volume of business 
in this quarter, they feel, though this class of business is 
cited by banks more than any other service (with the normal 
exception of estates) as the field of most opportunity in 
coming months, Citizens Fidelity Bank & Trust Co. of Louis- 
ville further remarks the vast development possible if self- 
employed pension plans are provided under pending legis- 
lation. 


More attention is being paid to the development of Invest- 
ment Advisory service as easy to sell and profitable to oper- 
ate, and as stated in a reply from Howard Savings Institu- 
tion of Newark: “This service gives you an opportunity to 
know all details of the customer’s financial affairs, and 
generally a satisfied customer can see the advisability of 
naming the bank as executor or trustee.” Further comment 
from various cities agreed on the necessity of and profitable 
results to be expected from active solicitation of other im- 
mediate types of accounts, including insurance trusts, in 
addition to following up the growing number of accounts 
needing estate analysis. 


By its nature, trusteeship is a personal service type of 
business that may require considerable time in conference 
with associates as well as beneficiaries or principals, but 
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courtesy and business organization can 
combine to eliminate any needless waste 
of costly executive time in most cases 
and apparently more banks are coming 
to the conclusion that good pay rates— 
along with attractive quarters and me- 
chanization of routine—are well worth- 
while in efficiency, safety, profitability, 
and customer satisfaction. With the 
major share of the expense dollar going 
to salaries, the conclusion of this survey 
is justified that the greatest opportunity 
lies in getting the best staff, training and 
keeping it, and being properly selective 
in the application of its time to profit- 
able as well as helpful results. The trust 
business has no future as a charitable 
enterprise or eleemosynary adjunct of a 
bank; it must stand on its own feet if it 
is to be independent and respected as its 
responsibilities and its personnel merit. 
This way it will achieve the active co- 
operation of the rest of the organization 

. . and of those who come in contact 
with it. 
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Fiduciary Named Assistant 
to Eisenhower 


Robert Cutler, 
president and di- 
rector of Old Col- 
ony Trust Co. of 
Boston, has _ been 
named as an Ad- 
ministrative Assis- 
tant to President 
Eisenhower. Mr. 
Cutler’s special re- 
sponsibilities will 
relate to the National Security Council 
and to co-ordinating the work of the vari- 
ous departments and agencies with the 
Council’s function. On January 20th, ef- 
fective date of his appointment, he re- 
signed all his business connections. 
























































ROBERT CUTLER 






































Mr. Cutler is a fiduciary and lawyer, 
and had been president of the trust com- 
company since 1946. During World War 
II he served as a Special Assistant to 
Secretary of War Stimson, attaining the 
grade of Brigadier General. For his 
charitable and civic works in Greater 
Boston he received in 1941 the Rogerson 
Award and the Thacher Nelson Award. 


A veteran of both World Wars, Cutler 
received in 1944 the Distinguished Ser- 
vice Medal and in 1945 the Legion of 
Merit. He graduated from Harvard Col- 
lege in 1916 and from Harvard Law 
School in 1922, both cum laude. In col- 
lege he was a member of Phi Beta 
Kappa and in Law School both Chair- 
man of the Board of Advisors and an 
Editor of the Harvard Law Review. 
































































































Word was received at press time that 
Mr. Cutler has been succeeded as presi- 
dent by Augustin H. Parker, Jr. 
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MIDWINTER TRUST CONFERENCE 
February 9-11, 1953 : 


The Waldorf-Astoria, New York City 
FEBRUARY 9 — 9:45 A.M. 


Address—Robert A. Wilson, President, Trust Division, 
A.B.A. and Senior Vice President, Pennsylvania 
Company for Banking and Trusts, Philadelphia. 

Address—William H. Edwards, Edwards & Angell, Provi- 
dence, R. I. 

FEBRUARY 9 — 2:00 P.M. 


“Selling vs. Merchandising”—Alonzo M. MecNickle, Vice 
President, Fidelity Trust Co., Pittsburgh. 

“Let’s Keep Personnel Procedures Simple”—Herbert H. 
Schwamb, Vice President in Charge of Personnel, 
J. C. Penney Co., Inc., New York, N. Y. 


Question Periods — 3:30 P.M. 


1. Employees Trusts and Common Trust Funds—Leaders 
—Wallis B. Dunckel, Vice President, Bankers Trust 
Co., New York and Charles F. Zukoski, Jr., Senior 
Vice President and Trust Officer, First National Bank, 
Birmingham, Ala. 

2. For Smaller Trust Departments—Leader—Joseph M. 
Naughton, President, Second National Bank of Cum- 
berland, Md. | 

Fesruary 10 — 9:15 A.M. 


“Report on Taxation”—Carlysle A. Bethel, Senior Vice 
President and Senior Trust Officer, Wachovia Bank 
& Trust Co., Winston-Salem, N. C. 

Aids In Profitable Operations of a Trust Department”— 
William G. Cleaver, Vice President and Trust Officer, 
First National Bank & Trust Co. of New Haven, Conn. 

Address—W. Harold Brenton, President, American Bank- 
ers Association, and President, State Bank of Des 
Moines, Ia. 

“Responsibilities of the Corporate Trustee with Respect 
to Discretionary Trusts’—A. James Casner, Pro- 
fessor of Law, Harvard University. 

FEBRUARY 10 — 2:00 P.M. 


“Interest Rates and ‘Governments’ ”—Dr. Marcus Nadler, 
Professor of Finance, New York University. 

“The Outlook for Business Conditions”—Martin R. Gains- 
brugh, Chief Economist and Director, National In- 
dustrial Conference Board, Inc., New York. 

“What We See In Business”—Buren H. McCormack, exec- 

utive Editor, “The Wall Street Journal,” New York. 

“Trust Investments In 1953”—R. C. Behrens, Vice Presi- 
dent, St. Louis Union Trust Co. 

(These addresses will be followed by a one-hour question period 

under the direction of Dr. E. Sherman Adams, deputy manager in 
charge of the department of monetary policy, A.B.A.) 


Fesruary 1] — 9:15 A.M. 


“A Trust Department Makes Plans to Manage a Small 
Business”—Reese H. Harris, Jr., Vice President Hart- 
ford-Connecticut Trust Co. 

Address—Robert G. Storey, President, American Bar 
Association. 

“How a Man Can Still Be Liberal”—Dr. T. V. Smith, 
Maxwell Graduate School of Citizenship and Public 








Affairs, Syracuse University. | 


PHILANTHROPY 
" Whither O Sof - | eo 


JOHN A. SIBLEY 


Chairman, Trust Company of Georgia, Atlanta 


An excellent philosophy of a bank’s 
relation to its community appeared in 
the annual report of the Trust Company 
of Georgia, expressly: 


“Corporations have a great stake in 
the character and integrity of our people. 
Corporations are more and more taking 
a keen interest in character-building in- 
stitutions and activities of the community 
and are increasingly generous in their 
support of such institutions and activities, 
not as an act of charity but as a matter 
of self-preservation.” 


We are pleased to present this article, 
written in response to our request for 
elaboration of Mr. Sibley’s views and 
specific examples of contributions to civic 
betterment. — Editor’s Note. 


UR MOST PRESSING DOMESTIC prob- 

lem today is that of retaining our 
freedom against the encroachments of 
an all-powerful state. The corporation 
is the first target of unreasonable regu- 
lation and control. 


The process of governmental prom- 
ises of security to the individual, at the 
expense of liberty and freedom, borders 
on bribery and can be retarded only 
when the people have sufficient integrity 
to refuse a handout. 


Many institutions, however, constitute 
a roadblock to these encroachments. The 
non-profit, privately-run hospitals stand 
as a bulwark of freedom of the medical 
profession. Socialized medicine and pri- 
vately-operated hospitals are incompat- 
ible. In the latter the medical profession 
is in control; in socialized medicine the 
doctor is under political control. 

Corporations are justified in support- 
ing these hospitals on the grounds that 
the members of the corporation use and 
need the hospital facilities. A more vital 
reason is that their existence helps the 
medical profession to remain free from 
the strangulation of government control 
and regulation. 


Education—Not Propaganda 


For the same reason, corporations 
are deeply interested in privately-oper- 
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ated educational institutions. Such in- 
stitutions preserve the independence and 
freedom of the educational process and 
of the educators. 


I take sharp issue with President Con- 
ant, of Harvard, who said in a recent 
speech that privately-operated second- 
ary schools are inconsistent with the 
democratic process. The privately-oper- 
ated, non-profit secondary school adds 
greatly to the quality of our educational 
system. These schools, for the most part, 
recognize that character- building is an 
essential element in education, as in life; 
they teach that merit is the foundation- 
stone of success and that right cannot 
be determined on the basis of mere 
numbers. Such schools support true 
democracy and freedom and uphold the 


principles which a democracy must re- 


spect in order to survive. 


The answer, as far as corporations 
are concerned, is to give reasonable sup- 
port to such institutions to help them 
live and serve and to save them from 
strangulation by the pressure of large 
competing institutions supported, con- 
trolled, and influenced by public funds. 


The power of propaganda is one of 
the great weapons of the all-powerful 
state. Through propaganda the mind 
and morals of the people can be cor- 
rupted. Hitler’s control of the German 





1787 — 

W. D. Trippe (left), president of Com- 

mercial National Bank of Cedartown, re- 

ceives Robert Strickland Agricultural Award 

plaque and $2,000 scholarship from the 

author at annual meeting of Georgia 
Bankers Assn. 


people startled the world. The Gestapo 
not only enforced his control by physi- 
cal means but continuous propaganda 
so corrupted the minds of the people 
that the Gestapo was able to control 
their thinking, too. If this strong central 
government gets complete control of 
your medicine and of your education, 
then new avenues of propaganda are 
opened up through which the all-power- 
ful state can carry out its program, a 
program that is the antithesis of free- 
dom and democracy. Privately-operated, 
free institutions will go under and be 
destroyed unless corporations come to 
their support; many are now suffering 
from the lack of such support. 


Corporate giving has already reached 
the stage of big business. It is reliably 
estimated that corporate giving in 1951 
reached as high as $350 million, com- 
pared with $266 million at the peak 
of war-time giving. The Ford Motor 
Company Fund (a charitable, non-profit 
corporation), for example, made its 
first donation last year: a gift of a mil- 
lion dollars to help build a new civic 
auditorium in Detroit. 


Stimulus to Agricultural Progress 


Banks have exercised important lead- 
ership in this business of philanthropy. 
They are centering on those things that 
create character and wealth—for the 
community as well as for individuals— 
as well as the things that relieve suffer- 
ing and hardship. 


An example of what our bank has 
done in a very modest way is the crea- 
tion of the Robert Strickland Agricul- 
tural Memorial Award. This award 
gives to the bank in Georgia each year 
that renders the most distinguished ser- 
vice to agriculture a bronze plaque and 
a $2,000 scholarship .fund. The winning 
bank uses that money as a scholarship 
fund for a worthy 4-H or FFA boy or 
girl who desires to get a college educa- 
tion in agriculture. 


TRUSTS AND ESTATES 
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Henrietta Egelston Hospital 


This year the prize went to The Com- 
mercial National Bank of Cedartown, 
which had an impressive list of twenty- 
five activities it had engaged in to ad- 
vance agriculture in its community. 
Typical of the Commercial National’s 
achievements was pushing to completion 
a feed mill, the first in the community, 
which provided the first local market 
for grain that the county had ever had. 


The Award is a stimulus to agricul- 
ture in Georgia, and agriculture is im- 
portant to the growth of every bank in 
this State. The result is a better agricul- 
ture, a better community, a better bank. 


Good Sample 


An excellent example of the way in 
which a bank may encourage and ad- 
minister a community service is found 
in the operation of the Henrietta Egles- 
ton Hospital in Atlanta, a 52-bed char- 
itable hospital for children. 


Thomas Egleston, a successful and 
wealthy insurance executive who died 
in 1916, established under his will a 
trust fund of $500,000 for purchase of 
the land and construction of a hospital 
with the residue held in trust as a “sup- 
port fund” for maintenance. The Trust 
Company of Georgia as executor-trustee 
saw the hospital completed in 1928. 
Some 20,000 patients have been treated, 
under the direction of Dr. M. Hines 
Roberts, a celebrated pediatrician who 
has been in charge of the medical staff 
and has donated his services from the 
beginning. 

The will provides that an official of 
the Trust Company shall at all times be 
a member of the board of trustees of 
the hospital and in fact, a representative 
has served as Chairman for many years. 
Although the original fund was only 
$500,000, the land was purchased, the 
hospital built, and the maintenance fund 
has grown to a current value of over 
$1,000,000 with the trust company su- 
pervising the investments. Because of 
present-day high operating costs, even 
this is insufficient but many contribu- 
tions are now received, and a great deal 
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of time and effort is donated to the 
hospital by one of the leading women’s 
organizations. Soundly conceived, phil- 
anthropy often turns out to be good 
business. 


Community Trusts 


Every important civic, welfare, edu- 
cational, or hospital enterprise that re- 
quires funds and leadership draws heav- 
ily upon the personnel of our financial 
institutions. This is true in Atlanta, as 
it is throughout the nation. 


Trust departments of banks in many 
cities are meeting varied community 
needs and objectives through establish- 
ment of Community Trusts, such as the 
Metropolitan Community Foundation 
recently established in Atlanta. The 
several banks accept funds for charitable 
trusts and act as trustee of those funds, 
the income and principal of which are 
distributed for charitable purposes by 
a committee representing the entire com- 
munity. Trust officers also act as treas- 
urers or “caretakers” of charitable trusts 
of all sorts and sizes. 


Good Place to Live 


It is no accident that banking schools 
now stress this duty of taking part in 
community life. “Community Relations” 
is an important subject at the New York 


State Bankers School of Public Rela- 
tions. The School of Financial Public 
Relations teaches a course in “Soci- 
ology,” including “tactics in improving 
bank-community relationships.” 
Whether the Board of Directors votes 
a generous gift to the Red Cross or 
Community Chest; whether the Trust 
Department is fully equipped to serve 
philanthropy in a dozen ways; whether 
the bank’s staff takes a personal part 
in philanthropy—whatever we do as 
bankers, we are simply expressing our 
civic consciousness, our awareness that 


banks are a part of the stream of local 
life. 


Philanthropy means simply the “de- 


‘sire and readiness to do good to all men 


who need and deserve help.” Banks cer- 
tainly include that in their purposes. 
Accomplish it intelligently, and the 
banks will find it profitable in many 
ways—some of which will show up on 
the balance sheet, and some in public 
opinion surveys. They will have aided 
greatly in making their home-town a 
more attractive or enjoyable place in 
which to*live—for a corporation or an 
individual. 

Best of all, we will be contributing 
to the maintenance of the American way 
of life, unhampered by arbitrary dic- 
tates of a too-powerful government. 





Ir you have customers moving to 
Central or Southern California, we 
shall be pleased to provide them 
with complete Trust Service. 


TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 


OF LOS ANGELES 





Head Office: Sixth and Spring Streets 







“Wonderland of Rocks,” Joshua Tree National Monument 


Los Angeles, California 
Telephone: MUtual 0211 





Pension Report Published 


The segment of the labor force 
covered by provisions for retirement in- 
come has grown in the last fifteen years 
from 15% to 90%, according to a re- 
port on “Pensions in the United States” 
published late in December by the Joint 
Economic Committee of the United 
States Congress. The report was pre- 
pared for the Committee by the National 
Planning Association, a non-profit, non- 
political organization of leaders from 
agriculture, labor, business, education, 
government and other fields. 


Eight out of ten workers among those 
with retirement coverage are now under 
the Federal program of old-age and sur- 
vivors insurance. One out of five with 
government coverage also has protection 
from private pension plans, which have 
increased from 750 in 1930 to 14,000 
covering 10 million workers in 1951. 
Current arrangements, however, owing 
to the relative newness of both public 
and private plans, offer more effective 
protection to those retiring sometime 
in the future than to the 9 million per- 
sons already over 65 and not working. 
About two-thirds of retired workers and 
their wives are receiving some kind of 
retirement benefit, but of the 3.5 million 
non-working widows over 65 less than 
one fourth are receiving a pension. In 
addition to coverage, current pension 
plans are analyzed from such aspects as 
benefit provisions, service requirements, 
vesting of rights, contributions, funding, 
taxation, and profit-sharing. 


The report reckons 13 million persons 
past age 65 at the present time, 9 million 
of whom are without income from cur- 
rent work. In 25 years the total might 
reach 20 million, with 14 million having 
no income from current work. However, 
the ratio of dependents to gainful work- 
ers will probably remain the same, and 
total benefit payments from retirement 
programs are likely then to be between 
1.6% and 3.7% of national income. 


Additional reserves of about $4.5 bil- 
lion will be accumulated in 1953, the 
authors estimate, $2 billion of that in 
private plans. They call for further study 
of the impact of these funds on the 
capital market, on prices, employment, 
and the mobility of labor. They advocate 
further the establishment of (a) a tech- 
nical committee on research, (b) an ad- 
visory commission to study the interre- 
lation of various pension arrangements 
and make their recommendations avail- 
able to Senate and House committees; 
(c) some provision for collecting and 
publishing more adequate data. 
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ECONOMICS OF 


CAPITAL 





Ad of the Month 


FIRST CHOICE THIS MONTH goes to 
Celanese Corporation of America for its 
ad on the way Americans get production 
equipment. The accompanying picture 
shows the Amcelle Plant “wiped out,” 
and the ad describes how the workers, 
with their modern knowledge, could re- 
build and re-equip by “hiring” $75,000,- 
000 from investors, showing that Labor 
employs Capital, as well as vice versa. 


Special mention should be made also 
of two Cities Service Co. ads, one fea- 
turing the cash register as a ballot box 
... “A business is big . . . its life is 
long . . . only if customers vote it so,” 
and the other answering the question, 
“Capitalism on trial?” with an extended 





“Chepukha!” (Russian for Baloney). 


Two good quizzes should be cited. 
Warner & Swasey have a “true-false” 
test, with answers, regarding corpora- 
tions; Union Oil Co. of California is 
running a picture quiz on business items, 
including investment in “tools.” 


Youngstown Sheet & Tube Co. com- 
pares the way business and the indi- 
vidual let Uncle Sam decide the disposi- 
tion of their earnings with the two cats 
who asked the monkey to divide their 
cheese — and he ate it himself. Standard 
Oil discusses the consumer, big business- 
little business relationship under the 
heading “Look What You Start When 
You Start Your Car.” 





Estate Planning-Trust Council Activities 


December meetings of Estate Plan- 
ning and Life Insurance Trust Councils 
reported to T.&E. included: 


Southeast Florida—18th: Tax prob- 
lems of jointly held property were 
analyzed by Albert Bernstein; Federal 
taxation of life insurance and annuities 
was discussed by Winston W. Wynne. 


Indianapolis: Officers elected for 1953 
are: President Raymond W. Hilgedag, 
attorney; vice president Jean Black, 
Connecticut General Life; Treasurer 
Kenneth L. Peek, Indiana National 
Bank; Secretary Ted W. Davis, Ameri- 
can National Bank. 


Detroit—9th: Michael E. Bachrach of 
Pittsburgh, past president of the Penn- 
sylvania Institute of C.P.A.’s, described 
“How to Evaluate a Corporate Balance 


Sheet.” 


Philadelphia—4th: The advantages 
and pitfalls of joint ownership of Penn- 
sylvania property were treated by Clem- 
ent J. Clarke, Jr., of the law firm of 
Pepper, Bodine, Stokes & Hamilton. 


Pittsburgh—17th: Joseph D. Herring, 
consultant of the Field Training Division 
of New York Life Insurance Co., out- 
lined the problems of family corpora- 
tions and partnerships. 


El Paso—16th: Chairman Allen Bruce 
led a discusion of the subject of busi- 
ness insurance. 


Seattle—l7th: “The Life Under- 
writer's Estate Plan” was presented by 
Thomas D. Foster, Esq. of Tanner, Gar- 
vin & Ashley, and Professor Donald F. 
Hayne of the University of Washington, 
Seattle. 
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Continental [limois National Bank 


and Trust Company of Chicago 






Statement of Condition, Dec. 31, 1952 




























RESOURCES 
Cash and Due from Banks........... $ 559,158,953.22 
United States Government Obligations 1,296,855,068.74 & 
Other Bonds and Securities.......... 154,651,671.14 FF 
Loans and Discounts...........ceee. 767,043,046.26 ) 
Stock in Federal Reserve Bank....... 5,250,000.00 y 
Customers’ Liability on Acceptances.. 668,088.36 FF 
Income Accrued but Not Collected... 8,174,019.85 
Ne TRON. oon scini soc c cs ceesess 8,700,000.00 








$2,800,500,847.57 





LIABILITIES 











i ETT TTT Orr rt err $2,568,797,375.35 
ACCEPTANCES. 2. oo scccsrecocces ‘eee ee 884,879.96 
Reserve for Taxes, Interest, and 

EXPONSES. . 2... sccccscvcseccsesees 12,468,823.00 
Reserve for Contingencies........... 18,106,404.90 
Income Collected but Not Earned.... 1,170,217.51 
Capital NE ais aldlevika acttbas bean 75,000,000.00 
(2,250,000 shares. Par value $33%) 
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ET ERE SOR AR ee 100,000,000.00 
Tsidevided Peahees 6/6665. oes iivwnede 24,07 3,146.85 
$2,800,500,847.57 
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United States Government obligations carried at $301,018,329.14 
are pledged to secure public and trust deposits and for other 
purposes as required or permitted by law. 


Continental Illinois National Bank 
and Trust Company of Chicago 


LOCK BOX H, CHICAGO 90, ILLINOIS 
Member Federal Deposit Insurance Corporation 
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BOARD OF DIRECTORS 
WALTER J. CUMMINGS, Chairman 
J. Q. ADAMS JOHN F. CUNEO JAMES R. LEAVELL ‘ H. A. SCANDRETT 
Real Estate | RDSALL President, The Cuneo Press, Inc. Banker Railroad Executive, retired 
. MARSHALL FIELD WILLIAM H. MITCHELL 
President President, Field Enterprises, Inc. Partner, Mitchell, Hutchins & Co. AGE 5. SAYLOS. 
CHAUNCEY B. BORLAND .., LAWRENCE P. pista ROBERT H. MORSE, JR. HERMAN WALDECK 
CHAMI C ARRY es Se Director, General Motors Corporation President, Fairbanks, Morse & Co. Succathie Stee Penta 
President, Pullman Incorporated - CHARLES Y. FREEMAN PETER V. MOULDER 
. A. CRAWFORD Chairman, Commonwealth Edison Executive Vice President, R. L. WILLIAMS 
Director, Pullman Incorporated Company International Harvester Company Srencent escae sad North 
EDWARD A. CUDAHY THEODORE V. HOUSER A. W. PEAKE PONER Away Syste 
Chairman of the Board, The Cudahy Vice Chairman of the Board, President, Standard Oil Company CHARLES D. WIMAN 
Packing Company Sears, Roebuck and Co. (Indiana) President, Deere & Company 
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Business-Estate Planning 


PLANS GIVEN IMPETUS BY TAX LAWS 


REVIEW OF SOME BUSINESS INSUR- 
fh me PLANS adopted during the 
past year re-emphasizes the importance 
of tax considerations and highlights the 
“salary freeze” situation. 


1. Section 302 of the Revenue Act 
of 1951 amended Section 22 (b) (1) of 
the Internal Revenue Code to provide 
that payments under an employment con- 
tract to the beneficiaries of an employee, 
made by reason of the latter’s death, 
shall be excludible as income by the 
beneficiaries of the employee up to 
$5,000 in the aggregate to all the bene- 
ficiaries. 

Jim Eager and Don Beaver are, re- 
spectively, president and vice president 
of the Eager-Beaver Packing Company, 
they own all of its stock, and have an 
insured stock retirement agreement. 
Their salaries have been “frozen” at 
$1,000 per month. Recently each entered 
into a written agreement with the Com- 
pany providing that on his death while 
in the employ of the corporation it will 
pay to the beneficiaries he designates, in 
monthly instalments, for a period of two 
years following death, a sum equal to 
his monthly salary at the time of his 
death, but in no event will such total 
payments be less than $5,000. 


To assure the availability of the funds 
when needed to pay the $1,000 per 
month for two years (on the present 
salary basis), the corporation has in- 
sured Eager and Beaver for $23,500 
each on policies owned by and payable 
to the corporation. At death, the full 
amount of the insurance proceeds will 
be received by the corporation free of 
income tax. When the corporation makes 
payment to the beneficiaries, such pay- 
ments (as additional compensation) will 
be deductible by the corporation and the 
first $5,000 of such payments will not 
be reportable as income by the bene- 
ficiaries. Though the salaries of Eager 
and Beaver may be frozen, this addi- 
tional “fringe” benefit may be provided 
them with tax advantages to the corpora- 
tion and to their heirs. Under General 
Salary Order No. 13 of the Salary Stabil- 
ization Board, issued May 2, 1952, no 
prior approval is necessary for employ- 
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EDWARD J. MINTZ, C.L.U. 


' Mr. Mintz, repre- 
sentative of the 
New York Life 
Insurance Co. in 
Salinas, Cal., is a 
member of the New 
York Bar, and a 
Life and Qualify- 
ing Member of the 
Million Dollar 
Round Table. He was President of the 
New York Life Top Club Council in 
1948, and has since been Vice Chairman 
Advisory Board of Directors. His book 
on business insurance is scheduled to be 
published shortly by Prentice-Hall. 


ment contracts providing for payments 
to survivors up to $5,000. 


Redemption of Stock 
II. Section 115 (g) (3) of the Code 


now provides that where a corporation 
redeems part of the stock of a deceased 
stockholder (within specified time lim- 
its) such redemption, up to an amount 
not to exceed, inheritance, legacy and 
succession taxes (including any interest 
collected as a part of such taxes) will 
not result in a taxable dividend, pro- 
vided that the value of the stock in such 
corporation for estate tax purposes com- 
prises more than 35 per cent of the value 
of the gross estate. ; 


John Sharpe and his sons, Ted and 
Bob, own all the stock in a successful 
hay and grain company. Over the past 
ten years, the corporation has been plow- 
ing profits back into this expanding bus- 
iness, so that the value of the stock is 
substantial. On the death of John Sharpe 
or his sons, at least part of this stock 
might have to be sold, possibly to un- 
desirable outsiders and probably at just 
a fraction of its value on a forced sale. 
in order to raise the money the estate 
will need for estate and inheritance taxes. 
To retain the stock in the family and 
still provide for these necessary death 
taxes, an agreement was entered into be- 
tween the corporation and each of the 
three Sharpes along the following lines: 


“Upon the death of John Sharpe 
there will be sold to and the corporation 


hereby agrees to purchase so many of 
the shares of capital stock owned by 
John Sharpe at the time of his death, 
as will equal, on the basis of the pur- 
chase price agreed upon, the estate, in- 
heritance, legacy, and succession taxes 
(including any interest collected as a 
part of such taxes) imposed because of 
the death of John Sharpe, or such other 
sum as may equal that permitted under 
the terms of Section 115 (g) (3) of the 
Internal Revenue Code in effect at the 
time of his death.” 

To provide the corporation with the 
funds to carry out this agreement, it 
has insured each of the Sharpes for an 
amount approximating what these taxes 
will be, based on current estate values, 
the policies being owned by and payable 
to the corporation. 

Of course Section 115 (g) (3) does 
not always provide the solution. Often 
all of the stock of a deceased stock- 
holder should be retired. George Gold’s 
$250,000 stock comprises less than 35 
per cent of his gross estate. As a matter 
of fact, his total death taxes will be more 
than $250,000. An insured stock retire- 
ment plan will bring his executor $250,- 
000 when it will be badly needed for 
taxes. Moreover, the purchase plan has 
been so drawn that it will help “peg” 
the stock’s value for estate tax purposes. 

For additional funds which would be 
available for taxes, Gold takes out addi- 
tional personal insurance, qualifying it 
for the marital deduction, which he had 
not chosen to do in reference to his other 
separate property. Therefore Gold is pro- 
viding greater liquidity without increas- 
ing the size of his taxable estate. 


Deferred Compensation 


III. Many corporations in the past 
have paid cash bonuses to older salaried 
employees depending on profits. With 
higher and higher personal income tax 
rates, the portion of such bonuses that 
the employee can save becomes con- 
sistently less and the amount of such 
bonuses has now been restricted by sal- 
ary stabilization regulations. Inflation 
and new social security changes have 


(Continued on page 14) 
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DOCTRINE OF THE “SECOND LOOK” 


ANOTHER BITE OUT OF RULE AGAINST PERPETUITIES 


GUY NEWHALL 


Member of the Lynn, Mass. Bar; Author “Settlement of Estates in Massachusetts” ; 
State Legal Editor for Trusts AND EstTArTEs | 


OME YEARS AGO, at the time the de- 
S cision in Worcester Trust Company 
v. Marble, 316 Mass. 294, was handed 
down, I wrote an article for the Boston 
Bar Bulletin entitled “Nibbling at the 
Rule Against Perpetuities.” The recent 
case of Sears v. Coolidge, 1952 A.S. 911. 
decided October 31, 1952, goes still 
further and takes quite a bite out of 
the Rule. I do not say this in criticism, 
because the decision seems to me a salu- 
tary one. It is an illustration of the 
modern tendency, particularly of our 
Court, to be as lenient as possible in the 
application of the Rule, since the effect 
of the Rule is to defeat the testator’s in- 
tention. } 


The Coolidge case involves the appli- 
cation of the Rule to powers of appoint- 
ment, one of the most difficult topics in 
this branch of the law. It might be well, 
therefore, before discussing the case, to 
summarize the development of the law 
with respect to powers of appointment. 


The first stage of the law was the 
rule that in order to determine the valid- 
ity of the appointment it must be read 
back into the original instrument crea- 
ting the power; in other words, the 
computation of time was to begin with 
the date of the original instrument. The 
second stage was that represented by 
the leading case of Minot v. Paine, 230 
Mass. 514, qualifying the foregoing rule 
by holding that the words used by the 
donee of the power in exercising it are 
to be construed in the light of the facts 
as they are at the time the power is 
exercised. As a result of this qualifica- 
tion an appointment may be rendered 
valid which might violate the Rule if it 
were read back into the original instru- 
ment literally. 


Third Stage 


The third stage is the qualification 
made by the decision in the Coolidge 
case herein discussed. This case arose on 
a petition for a declaratory judgment to 
determine the validity of certain re- 
mainder interests under an inter vivos 
trust created by T. Jefferson Coolidge 
in 1913, seven years before his: death. 
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There were some life estates involved 
but a settlement was made as to them. 
The issue before the court was whether 
or not the remainder interests violated 
the Rule against Perpetuities. At the 
time the trust was created the settlor 
was a widower, 81 years old. He had 
two living daughters: one a widow, age 
59, who had one child, and the other 
a married woman of 55, who had three 
children. Besides these there were six 
other grandchildren, children of a de- 
ceased son and daughter. No other 
grandchildren were born prior to the 
death of the settlor. 


The trust instrument provided that 
the capital of the trust was to be ulti- 
mately distributed “in equal shares to 
and among my issue living” at the time 
of distribution. Distribution was to take 
place upon “whichever shall first hap- 
pen” of two events: (1) “the death of 
the last survivor of those of my chil- 
dren, grandchildren and _ great-grand- 
children who shall be living at my 
death;” or (2) “the attainment of fifty 
years by the youngest surviving grand- 
child of mine who shall be living at my 
death.” The second event happened first. 
William A. Coolidge, the youngest 
grandchild living at the settlor’s death, 
reached the age of fifty in 1951. 


Remainder Held Void 


The Probate Judge, applying the Rule 
technically, held that the remainder in- 
terests were void, since theoretically 
there might be other grandchildren born 
before the settlor’s death whose lives 
would become the measuring stick. The 
remaindermen appealed. The appellees 
argued in support of the probate court’s 
decision that the phrase “youngest sur- 
viving grandchild,” etc., could not be 
interpreted so as to exclude grandchil- 
dren who might be born after the crea- 
tion of the trust. and therefore the re- 
mainder interests were too remote. 


The appellants, to support their con- 
tention that the remainders were valid, 
introduced a new doctrine into the law 
of Future Interests, namely, what is re- 
ferred to as the “second look.” This was 


based on the powers reserved to the 
settlor by the terms of the trust, ex- 
ercisable by deed, to change or to 
alter any of the trusts set forth in the 
deed of trust and to declare new trusts; 
that is, to make any changes in the 
terms of the trust that he wished, with 
the one qualification that he could not 
make any change which would vest any 
portion of the fund in himself. He did 
not exercise the power. 


The appellants argued that the re- 
served power was equivalent to a special 
power of appointment, and that when 
the power expired at the settlor’s death 
without being exercised it was equivalent 
to an appointment of the remainders by 
the settlor’s will, and that therefore the 
validity of the remainders was to be 
determined by the facts as they existed 
at his death. At this time it was certain 
that all the grandchildren living at his 
death had also been lives in being when 
the trust was created. 


Appeal Sustained 


In holding that the remainder inter- 
ests were valid, the Supreme Judicial 
Court adopted the contention of the 
appellants. In substance it held that 
since it is permissible to make use of 
the circumstances as they existed when 
a special or testamentary power is ex- 
ercised to determine validity under the 
Rule, it was reasonable to afford the 
same opportunity in cases where the 
power is not exercised. Until the death 
of the settlor all of the interests under 
the trust were uncertain. Upon his death 
it could be learned for the first time 
definitely what were to be the terms of 
the trust. It could then be seen for the 
first time that there was to be no failure 
to vest within the period limited by the 
Rule. No further grandchildren had 
been born. The Court summed up its 
decision by stating that “in these pre- 
cise circumstances there is no compel- 
ling decision which prevents taking ad- 
vantage of facts known at the moment 


when the power ceased to be exercis- 
able.” 


The net result of the case seems to be 
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that the rule of Minot v. Paine would 
apply to the non-exercise of a power 
as well as to its exercise, so as to enable 
the court to consider the circumstances 
existing at the date of death of the 
donee of the power. The court might 
have rested its decision on a somewhat 
broader principle, namely, that where 
the settlor reserves a power to change 
the dispositions of the trust, as in this 
case, the trust is like a will in that it is 
subject to change, and therefore the 
time should be computed from the date 
of death instead of the date of the trust. 
The court did not go this far, however, 
and preferred to rest its decision on 
the doctrine of Minot v. Paine and what 
it called the second look. 

Incidentally, the court emphasized 
another rule which is sometimes over- 
looked, as was the case in Union Trust 
Co. v. Nelen, 283 Mass. 144. This is 
the rule that where there are two alter- 
native contingencies, one of which 
might be too remote, while the other 
is not, and the latter contingency actu- 
ally happens, the gift over in remainder 
is valid. This doctrine was the basis 
for considering only the second contin- 
gency in the Coolidge case. 

[Ep. Note: The question in the 
Coolidge case, which had not previous- 
ly been litigated nor discussed in 
earlier texts, is treated in the new 
American Law of Property at § 24.36. 
In deciding the case along the lines of 
the views there expressed, the Court 
cited this section.] 


& - A: é 
Business Estate 


Planning 


(Continued from page 12) 


stimulated far-sighted employers to con- 
sider workable deferred compensation 
and retirement plans that will take full 
advantage of social security payments. 

Corporations, particularly those in 
businesses where profits may fluctuate 
violently, are understandably reluctant 
to undertake the more or less fixed obli- 
gations of a pension plan. But a deferred 
compensation profit sharing trust com- 
pels a company to contribute only to the 
extent that profits permit. 

Some time ago, a plan was set up for 
the Kool Ice Co. in Southern California, 
under the terms of which the corporation 
bought for each of its 18 key employes, 
a $10,000 endowment maturing at 65 
(or an annual premium deferred retire- 
ment income paying $10,000 at 65 for 
those who were uninsurable). With two 
of these employes now between 56 and 
60 and one between 61 and 65, the cor- 


it 


porate president asked for figures show- 
ing what retirement income these em- 
ployes will receive under social security 
and under the $10,000 endowment or 
annuity. Finding the total inadequate 
to meet the retirement income which they 
thought these employes should have at 
65, the directors voted to adopt a com- 
bination profit sharing and pension plan 
to help provide the income required 
to “fill the gap.” The pension plan was 





set at a moderate level to keep down 
fixed corporate commitments, but to give 
older employes proportionately greater 
benefits than would have been possible 
under a profit sharing plan alone. 

Just as in personal-estate planning, 
business-estate plans must, of course, be 
tailor-made, with an eye to existing tax 
laws and regulations, but the foregoing 
typical illustrations may be suggestive 
of general application. 


“POINT OF NO RETURN” 


A Review 


THE SCENE IS THE STUYVESANT BANK* 
in New York City, just a few feet off 
the heavy plush carpet near the amen 
corner. It might be any bank in the 
country, the way Henry Fonda portrays 
the unconscious drama of an assistant 
vice president whose given job is the 
handling of trust funds and the charac- 
ters that create or receive them — and 
whose subsidiary job is to polish the 
apples of a corporate patriarchy in so 
diligent a manner as to be in line for 
higher titles. 


In one of the very few books ever writ- 
ten about life in a trust department, 
John P. Marquand holds a revealing and 
not unkindly mirror to the Primitive 
Law that works beneath the formal at- 
tire of a modern business institution, in 
“Point of No Return.” Now, in the role 
of Charlie Gray, in the stage adaptation 
which had a long Broadway run and is 
now on the road, Mr. Fonda brings to 
life the very human being who bears the 
ceremonial trappings of the emerging 
Financial Executive of a very proper 
bank. , 


Readers of Marquand’s book will re- 
member with relish the young naturalist 


*The locale of this story is actually the old Fifth 
Avenue Bank of New York at 5th Avenue and 44th 
Street, where for decades the carriage trade of this 
fashionable avenue did its banking and trust busi- 


ness. 





Photo by John Swope 


Trust executive Charles Gray (played by 
Henry Fonda, right) at his desk remi- 
niscing with a friend of his youth (Malcolm 
Bryant, played by Robert Ross) whose classi- 
fication of various strata of society furnished 
humorous overtones in stage production of 
John P. Marquand’s “Point of No Return.” 


who classified the citizens of “Clyde” into 
“Lower Upper, Middle Middle, Upper 
Lower, etc.” strata and compared the 
pious ornamentations of suburban social 
life to the tribal customs of African head- 
hunters. They will recall the unctious 
distinction, by Jessie’s top-of-the-hill 
father, between inherited wealth and 
“stock market money,” and how Charlie’s 
father managed to do away with both 
kinds while advising learnedly against 
Speculation. 


In the play, Henry Fonda and his at- 
tractive wife Nancy — delectably por- 
trayed by Leora Dana — give an urbane, 
or rather suburbane, revelation of the 
modern tribal ritual of social life, and 
glimpses of the spells of rebellion that 
break out in the best-ordered huseholds 
— before and after a day at the office. 


In his comments on the extra-curricu- 
lar tasks of a well-behaved trust official: 
earing for old Miss C’s Pekinese, ex- 
plaining for the eighth time (at a 6:30 
P.M. appointment) why Uncle Henry’s 
favorite mine stock is not proper to re- 
tain — in these and in his talks with 
friends and with his boss, Charlie be- 
comes a most humanized personification 
of a Corporate Fiduciary. 


Besides doing a fine, yet sympathetic 
job of de-starching, both book and play 
give each of us the chance, as Bobbie 
Burns relished, to see ourselves as others 
see us. If many more such are written and 
acted, fewer will reach the Point of No 
Return personally, and many will realize 
that Trust funds are the way to avoid 
it financially. 


Now that the show is on the road, 
trustmen and bankers — and other citi- 
zens wearing what sometimes seem to be 
hair-shirts of social or institutional man- 
ufacture — will have an opportunity to 
reappraise our manners, and objectives, 
and to see how a fellow rebel and family 
learned to beat the Apple-Polishers. 

After all, in our formal lives we too: 
are actors. Henry Fonda said to us, after 
a performance in Washington: “The role 
of Charlie like the whole story, appeals 
to me because they are about people we 
should know better — ourselves.” 


TRUSTS AND ESTATES. 
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Omus Have Lonc-TerRmM MERIT 


Oil shares are down about 10-15% 
from their highs despite a post-election 
pick-up in securities prices. Lower earn- 
ings, fear of an imbalance in supply and 
demand which would result in price 
weakness for oil, and the possibility of 
an early solution of the Iranian impasse 
have contributed to the heaviness in the 
oil shares. It should be remembered at 
this point that the oil shares have had 
a lengthy and sustained market rise, 
and the fact that they are now resting 
and do not display any rallying tend- 
encies, does not detract from their ap- 
peal. Oil consumption, although slightly 
lower than production, has been well 
maintained and earnings while lower 
than last year are highly satisfactory. As 
the longer-term outlook for the oil in- 
dustry is favorable, investment funds 
will again seek out the better situated 


oil securities in due course. 
—Ira Haupt & Co. 


ELECTRICAL EQUIPMENTS AND STEELS 


The electrical equipment industry 
seems to be in a well fortified position 
and assured of reasonable, and perhaps 
maximum, volume of business during 
at least 1953 and perhaps for sometime 
beyond, It is in the fortunate position of 
participating in the great expansion in 
the public utility industry. It is now 
benefitting from the rebound of activity 
in television. It is in a position to parti- 
cipate in the new and rapidly expand- 
ing industrial electronics field. Finally, 
it is getting its full share of armament 
business. All of these sources of revenue 
give indications of continuing at high 
levels for a considerable period. 


Electrical equipment shares have been 
among the favorites of the Eisenhower 
election market. An average of ten re- 
presentative issues in this group in- 
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creased roughly 11% in the month fol- 
lowing November 4th. Adding these 
latest gains to those made since the 
1949 market low, we see that the repre- 
sentative ten electric equipment stocks 
have risen in the last 314 years an aver- 
age of 120%. It is little wonder that 
some investors holding or considering 
the purchase of shares in this industry 
become increasingly price conscious. 


Looking only at the changes that 
have taken place in the prices of these 
shares may prompt the quick conclusion 
that they are now too high. A consider- 
ation of certain other fundamenta! 
changes within this industry during re- 
cent years may cause investors to decide 
differently. While the market in these 
shares grows increasingly selective, we 


continue to consider them as a group 


generally attractive, with certain issues 
still in a buying range, despite past price 
advances. One reason for our good 
opinion of the industry in general is 
the important change for the better that 
has taken place in the electric power 
picture. 


The steel stocks seem set up for 1953 
profit hunters because (1) the industry 
will have a year of labor peace, (2) be- 
cause it probably will have better rela- 
tions with the government, (3) because 
it may have relief from taxes and price 
controls, (4) because it is certain to en- 
joy a very high operating rate during 
the first few months and very likely to 
enjoy a good one all through the year. 
(5) because the huge modernization 
program carried out since the end of 
the war, and to a certain extent during 
the war, has given it much more effici- 
ent operations than it ever had before, 
(6) because fast amortization is giving 
it back rapidly much of the capital 
which has recently been put into the 
plant, (7) because earnings even after 
this heavy depreciation will be satis- 
factory, (8) because dividends will be 
maintained at present levels and very 


possibly supplemented by extras. 
—GoopBopy & Co. 


MarRKET MELANGE 


The stocks most likely to benefit from 
expiration of E.P.T. on June 30th 
have been surveyed and listed by an- 
alysts and now the question is whether 
or not the Republicans will allow the 
law to die on schedule or renew it for, 
perhaps, the balance of this year. Some 
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DIGEST 


Funds Index Reports 


investors are reported to have been buy- 
ing recently into companies expected to 
benefit from the anticipated expiration 
of price controls on April 30th, notably 
in -the tobaccos, coppers, machinery, 
meat packing, and office equipment 
stocks. 


In view of the quite substantial post- 
election rise in the stock market, con- 
siderable talk has been going the rounds 
about the likelihood of a February re- 
action. February has often been a month 
of reaction after January optimism. It 
has been estimated that the buying since 
election has been four to one institu- 
tional to speculative and, if this is true, 
there is of course much less chance of 
selling pressure, barring some cataclys- 
mic and unforeseen development. As 
indicated in surveys in this issue of the 
magazine, the prevalent mood of well- 
informed professional investors toward 
this year is one of conservative optimism. 
Many brokers in the Street stoutly main- 
tain that the averages will finish 1953 
higher than at the outset and they look 
for the Dow industrials to go well 
through 300 and some set an even loft- 
ier figure. 


Probably there is never a time when 
gossip of stock splits and rights is not 
heard, except in the depths of a de- 
pression. The current year is offering 
its full quota of prospects in this respect 
and, while many of them will never go 
beyond the talking stage, there is consid- 
erable logic in the desire of manage- 
ment to make available for investment 
purposes more shares of companies 
which, because of high price or small 
capitalization, have a limited market. 
While stock splits add nothing to intrin- 
sic values, they often do mark up quite 
appreciably the market values of the 
larger capitalization by broadening the 
buying base; hence, even professionals 
have no objection to “being on the 
right horse,” assuming that the quality 
is there in the first place. 


A A A 
“Trade Winds’’ 


The series of trade and industry 
studies under the above style has been 
suspended because of the investment 
survey material. The next study in the 
March issue will touch upon the eco- 
nomics of the petroleum industry in 
relation to the interests of the profes- 
sional fund administrator. 


TRUSTS, AND ESTATES 
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)} Trust Investment Programs 


FOR PROSPERITY AND READJUSTMENT 


BASCOM H. TORRANCE 


Vice President, City Bank Farmers Trust Company, New York 
Chairman, Trust Investment Study Committee, Trust Division, New York State Bankers Association 


FEW YEARS ACO The New York 

Times, observing how many of our 
leading economists had erred in their 
forecasts for the first few years follow- 
ing the end of the war, reminded us that 
prediction is “the most gratuitous form 
of folly.” Fortunately, the gift of pro- 
phesy is not considered a necessary part 
of a trustee’s equipment. In fact, it is 
because of this very human inability to 
prophecy that one of the basic aims of 
all fiduciary investing is to reduce ex- 
posure to the unexpected. Nevertheless, 
every intelligent investor must make cer- 
tain assumptions, or find certain work- 
ing hypotheses, upon which to base his 
plans. What, then, seems a reasonable 
assumption, or set of assumptions, for 
the coming year? 


Prevailing opinion at the moment is 
for continued good business at high 
levels for most, if not all, of 1953. In 
fact, it is noteworthy that whereas a 
few months ago there was talk of some 
possibility of a down-turn, perhaps 
around or after the middle of the year, 
more recent opinion is inclined to push 
forward the time when any real taper- 
ing off may appear. From sources both 
in Government and in business come 
heartening reports and estimates for 
next year. 


Longer Look 


On the other hand, for those who 
venture a look somewhat beyond 1953, 
there are reasons to suspect that under- 
neath our present situation some level- 
ing-off, or possible change of direction, 
may be shaping up. It is the timing and 
the proportions of whatever change in 
direction may be ahead of us that no one 
has told us. So far, no one even thinks 
of talking in terms of that fateful word 
“depression.”” What seems to be expect- 
ed, when and if it comes, is something 
between the fairly sharp set-back of 
1938 and the relatively mild adjustment 
of 1949. Whatever views one may hold 
as to the responsibilities and functions 
of Government, it is hardly likely that 
any administration today would not 
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bring its influence to bear to arrest a 
really serious economic set-back. And 
there is today an added reason for this, 
to which some persons may not be giv- 
ing full weight. It has to do with our 
delicately balanced relationships abroad. 
Reports from abroad are continually 
stressing the importance, to the nations 
in the Western Alliance, of a sound and 
prosperous United States. They point to 
the strains in the economies of these 
countries, and emphasize the importance 
of our help and our trade, and the 
dangers of any real reversal of our own 
prosperity. 


For the moment, then, it seems reason- 
able to accept the prevailing prognosis 
of another generally prosperous year in 
1953, with the reservation that some- 
where along the way there may be more 
visible signs of an approaching change 
in direction of as yet undetermined ex- 
tent and duration. 


Notwithstanding the basic outlook 
and the conclusions of certain chart 
readers, drawn from technical patterns 
in the stock market averages, it is to 
be hoped that the present psychological 
enthusiasm will not carry so far as to 
be unhealthy. As everyone knows, the 
longer a boom continues, by every 
known precedent the more painful will 
be the ultimate readjustment. And aside 
from the change of political “climate” 
so frequently mentioned, the underlying 
economic problems remain essentially 
unchanged.. What has changed is the 
hope and the vigor of a fresh approach 
to their solution. 


Present Program 


What, then, under present circum- 
stances, is a recommended program for 
a new trust just received in cash, without 
investment restrictions, and without need 
for tax exempt income? All we can do 
is set out some broad limits within which 
specific programs may be developed. 


Consider first the major division be- 
tween bonds and stocks. Remembering 
the classic injunction to look to the 


“probable safety” as well as the “prob- 
able income” of the capital to be in- 
vested, we must give bonds a major part 
in our program. A stated maturity and 
a stated rate of return are still a basic 
reliance of fiduciary investors. The in- 
flationary trends of recent years, to- 
gether with a prolonged period of low 
interest rates and a prolonged boom in 
business and the stock market, have 
discouraged many bond investors and 
shifted emphasis from bonds to stocks. 
But it must not be overlooked that by 
far the greater portion of the fiduciary 
funds of the country are invested, either 
by deliberate choice or by requirement 
of law, in bonds. Moreover, with yields 
becoming more attractive, inflationary 
pressures declining, and the prospect of 
a period of some sort of transition ahead 
of us, the contractual features of a bond 
begin to regain some of their old-time 
appeal. Obviously, income requirements 
and other considerations will have some- 
thing to do with the final decision. 


Fiscal Policy 


Today there is naturally some con- 
jecture over future monetary policy and 
its possible effects upon the bond market. 
Already we have virtually a free bond 
market. Since the famous “accord” of 
March 1951, the Federal Reserve au- 
thorities have regained a considerably 
greater measure of control over the 
money market, and some of President 
Kisenhower’s appointments seem to indi- 
cate a continuation, perhaps a strength- 
ening, of traditional Federal Reserve 
influence. While this influence is likely 
to lean toward keeping money firm, it 
seems unlikely that anything more than 
moderately restrictive measures will be 
necessary unless inflationary pressures 
should be resumed. 


One of the chief concerns at the mo- 
ment is the problem of refunding the 
substantial amount of short term Treas- 
ury debt. Naturally, a move to shift 
a substantial part of this debt into 
longer maturities, at higher yields than 
those now available on other long Treas- 
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ury bonds, could put pressure on bond 
prices generally. On the other hand, 
we must not overlook the steady accumu- 
lation of funds seeking investment 
against what may be a somewhat lower 
demand for such funds, especially from 
private sources. The state of the Federal 
budget, the size of the deficit, and de- 
cisions as to debt management will all 
play a part. On balance, however, there 
is still strong reason for placing the 
major portion of a trust in good bonds. 
But only issues of high investment qual- 
ity should be considered. 


Maturities 


Over the past year or two the vast 
bulk of new corporate financing has 
been in long maturities, and satisfactory 
diversification of maturities in the cor- 
porate field was already difficult. The 
use of short maturities for liquidity will 
be governed by income requirements 
and the amount of reserves desired for 
the future. It might be noted, however, 
that at present increased yields on short 
Treasuries, an equal amount in such 
issues and in common stocks would give 
an average yield of around 342%. To 
the extent, therefore, that an investment 
in short Treasuries could be balanced 
against an equivalent investment in 
stocks, there is far less penalty on in- 
come than a few years ago. If railroad 
equipment issues are used for reserve 
or liquidity purposes, the intention 
should be to hold them to maturity for 
they do not have the ready marketability 
of Treasuries. 


Considerations of income and relative 
yield spreads will govern the propor- 
tion of Governments to be included. As 
our premier bond investment, Treasuries 
should always be considered. Moreover, 
they afford greater opportunity than 
corporates for maturity diversification. 
Yield spreads between Treasuries and 
corporates vary from time to time and 
this will naturally be a factor in choos- 
ing between the two. Recently these 
spreads have narrowed, and yields of 
2.75% and better from certain of the 
Treasuries gain in appeal against a yield 
of only around 3% from many corpo- 
rates of considerably longer maturity. 


Preferred Stock? 


Having suggested 50% as a minimum 
base for bonds, the remaining 50% is 
a maximum base for common stocks. 
How much to reduce it, or how much of 
it to divert to preferreds will depend 
upon individual circumstances. Many 
trustees, including your present contrib- 
utor, will prefer to see the common stock 
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TypicaL DIVERSIFICATIONS 


Approx. 
Yield 


50% Corporate Bonds we ey ae 
15% Preferred Stocks __..._ 
35% Common Stocks 


Average Yield 
PLAN III 


10% Short Term Treasuries. 2. -" 
40% Corporate Bonds 3.1 
50% Common Stocks —_ 


_-.. 4.06% 


Average Yield ____ 





portion of the trust substantially under 
50%. If only 50% of the trust is placed 
in bonds, a division of the balance into 
15% preferreds and 35% commons 
would seem eminently reasonable in 
many cases. 


Admittedly there are times when pre- 
ferreds lack attraction. At other times, 
however, they can be very useful. With 
the unpegging of interest rates and the 
adjustment of the better preferreds to 
a freer money market, they carry less 
market risk than in 1946, for example, 
and fill an income need midway between 
the lower yields and greater stability of 
the bond market, and the higher yields 
but greater sensitivity of the stock mar- 
ket. They can be used, therefore, to 
cushion cuts in income where some re- 
duction in common stock percentages, 
or a greater defensive element seems de- 
sirable, but where a reduction to bond 
income would bring hardship. Again, as 
with bonds, we are considering only 
issues of established investment quality. 


Under present tax laws, which allow 
certain tax credits to corporate investors 
in preferred stocks, and because of the 
liberalization of many investment laws, 
such as those for savings banks in New 
York, preferreds may have acquired 
some added investor appeal. This pos- 
sible plus factor should be weighed 
against the small volume of such issues 
outstanding by comparison with the vol- 
ume of bonds and common stocks. 


Gradual Common Stocks Purchase 


The next question is whether or not 
the full amount of the common stock 
portion should be committed at once. 
The answer depends partly upon the 
degree of individual optimism and partly 
upon the total amount to be’so invested. 
The larger the proportion allocated to 
common stocks, the more reason, it 
seems, for gradual accumulation. In a 
closed fund there is limited opportunity 


PLAN II 
Approx. 
Yield 


Short Term Treasuries. 2.00% 
Corporate Bonds 3.1 
Common Stocks 


Average Yield 
PLAN IV 


% Short Term Treasuries... 2.00% 
Preferred Stocks 4, 
Corporate Bonds 
Common Stocks 


Average Yield 


at best for averaging, so that price 
takes on more importance. The present 
writer, therefore, would prefer to take 
the stock investment in more than one 
step. 


What groups should be favored in 
our selections? If we think only of 1953, 
the so-called “cyclical” groups and those 
heavily involved in the defense program, 
such as the steels and other metals, the 
machinery and other heavy industry 
groups, as well as the aircraft manufac- 
tures, still have big backlogs and a 
bright outlook. But those who are try- 
ing to think farther ahead to that taper- 
ing off we have mentioned, and _ this 
must necessarily include trustees as well 
as all other true investors, as disting- 
uished from the more speculatively in- 
clined, will find it logical to shift em- 
phasis away from “cyclical” to more 
stable or so-called “defensive” types of 
investment. This means more interest in 
groups such as the utilities, perhaps the 
banks, the food and dairy products com- 
panies, and some of the retail trade 
group, such as the better mail order 
and variety chains. Motors, electrical 
equipments, oils and chemicals will con- 
tinue to be favored. Although these 
latter groups, too, are beneficiaries of 
defense, they supply such diverse needs 
and are so much a part of the basic 
economy of the country both in war and 
in peace that representation in them is 
warranted. There will be strong empha- 
sis on income and the protection afford- 
ed present dividends. 


“Defensive” Stocks 


A word should be inserted in defense 
of this word “defensive.” As used here, 
it certainly does not mean a retreat into 
a “storm cellar” attitude. It does not 
mean frightened adherence to static or 
declining situations. It simply means an 
effort to reduce exposure to what, ac- 
cording to the best available evidence, 
seem most likely to be adverse develop- 
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ments. A company living on defense con- 
tracts, with an erratic peace-time record, 
may be highly profitable for a time, but 
obviously offers limited assurance of 
profits or security afterward. 


On the other hand, a static one-prod- 
uct company or industry, notwithstand- 
ing an excellent past record, may offer 
less long term protection than a widely 
diversified and progressive chemical, 
for example, whose products are al- 
ready well established but whose man- 
agement is constantly searching for and 
developing new ones. The utilities are 
usually spoken of as “defensive” issues, 
but one of the major reasons is the 
ever-growing demand for electric energy. 
Seeking defense simply means seeking 
the greatest assurance of continued 
profits under whatever circumstances 
may be ahead; it means leaving a bridge 
to cross on while we have a look at the 
other side of the stream. 


There is much to be said, especially 
for fiduciary investors, for following a 
policy of generally well diversified in- 
vestments among the major units and 


industries of the country rather than at- 


tempting to single out and emphasize 
those situations which flash into promi- 
nence with unusual performances from 
time to time. In recent years the ethical 
drug group, long conservative and un- 
spectacular performers, including a 
number of excellent companies, has en- 
joyed a special period of high popularity 
because of their “wonder” drugs. But 
the competitive rush to develop new 
products of this kind, the unpredictable 
success and often the unexpected effects 
of these new drugs, soon brought a 
period of adjustment and substantial de- 
clines in the stocks. 


By contrast, studies of the perform- 
ance of a list of more than 50 repre- 
sentative issues in leading industries, 
with respect to income and price move- 
ments over the past six years, show a 
surprisingly satisfactory result for the 
list as a whole, with a number of very 
satisfactory records. on the part of such 
substantial stand-bys as General Motors, 
General Electric, and Standard Oil (New 
Jersey). All of this is not to say that 
there will not be shifts of emphasis from 
time to time from industry to industry, 
or company to company, but it does 
raise the familiar warning against the 
nore specialized or volatile situations. 

By way. of illustrating these rather 
general observations, several possible 
schemes of diversification are presented 
on the opposite page. 

It will be noted that some of these 
plans include a moderate percentage of 
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short term Treasury issues. Obviously 
income requirements will often exclude 
such issues. We do not consider inclus- 
ion of such issues inconsistent with a 
fairly confident outlook for 1953. In a 
closed fund (as distinguished from pen- 
sion funds, for example, where there is 
a steady flow of new cash) some liquid- 
ity is always good insurance, and what- 
ever amount can be afforded is just so 
much more protection. 

The thoughts offered here do not 
represent any change of previous policy, 
but there are two minor modifications. 
One relates to the general outlook. Be- 
cause of thereservations mentioned above 


by those who are trying to look somewhat 
beyond 1953, there is naturally more 
thought of stability and income protec- 
tion, of up-grading issues and reducing 
exposure to cyclical influences. The 
other has to do with the reduction of 
over-all stock percentages where the 
market has carried them above previous 
amounts. It still seems sound'policy to 
do some selling back toward the base 
percentage. But in view of the disposi- 
tion to push forward the time of any 
real change in the economy, there may 
be justification for relaxing or stretch- 
ing out the pace of these cut-backs 
where there is pressure for income. 


e OUR FORECAST FOR 1953 
e PERSONNEL PROBLEM WILL BECOME ACUTE 


Signs point to a shortage of personnel at all 
levels in trust departments. 


Whether yours is a large, medium or small 
department, we have a tailormade investment 
service which will help you solve the manpower 


problem. 


This is no mere advertising claim but a prov- 


able fact. 


Why do detail work which can be done better 
and cheaper by us? Why not join the growing 
list of trust institutions which have taken this 


constructive step? 


Investigate this 


practical and economical 


means of solving one of your most serious prob- 
lems. Let us help you modernize your trust 


administration in 1953. 


Large institutions, with investment depart- 
ments of their own, should contact our Boston 
office, all others should address their inquiries to 


Philadelphia. 


STUDLEY, SHUPERT & Co. 


Investment Counsel 


712 Provident Trust Building 
Philadelphia 3, Penna. 


24 Federal Street 
Boston 10, Mass. 
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DocrTorinc THE DOLLAR 


Campaign promises have a way of 
selling at a substantial discount after the 
election but, according to the informa- 
tion coming our way, the Republicans 
really mean business about their prom- 
ises to effect fiscal reforms and to pare 
the budget, in the interests of prevent- 
ing further decline in the dollar. The 
New Administration’s financial experts 
are predominantly sound money men 
and their first moves will be in the 
direction of a balanced budget, which 
may not prove as hard a task as first 
anticipated, due to the fact that a sub- 
stantial part of the vast sums appropri- 
ated by the Fair Deal are not yet com- 
mitted. Another factor in their thinking, 
as we hear it, is that to delay construc- 
tive action in fiscal affairs for fear of 
possible present deflationary effects 
might well cause more repercussions at 
a later date and at that time, nearer 
to the 1956 presidential election, the 
Democrats would have some “We told 
you so” campaign ammunition. The 
physical problem of storing a large 
amount of defense armament materials 
may also become a real problem. 


Although some $53-57 billion of Gov- 
ernment debt matures in 1953, some 
bond experts believe the Treasury will 
not rush refunding by the issue of long- 
term obligations. The opinion is gener- 
ally held that, as long as business in- 
vestment holds up and new home con- 
struction continues at a good rate, 
money rates will be allowed to seek 
their own levels. It would be folly, these 
experts hold, for the Government to 
try to compete, for example, with 41- 
5% mortgage money for the life insur- 
ance companies’ dollars. When capital 
demands from private sources decline, 
long term Governments should find a 
ready market and many professionals 
believe that, with patience and good 
timing, a substantial part of this year’s 
maturities may be refunded under 3%. 
Meanwhile, of course, investors will en- 
joy a better than usual short term yield. 


MarKet Rise Mopiries ForMULA 
PLANS 


Increasing confidence in the invest- 
ment merit of common stocks is causing 
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departure from some of the rigid man- 
agement formulas established by uni- 
versities and foundations during the 
1930’s.Formulas which, like “stop loss” 
orders, sometimes fail to work out as 
they should, are particularly vulnerable 
to drastic changes in investor psychology 
and fiscal policy. Since many of the 
formulas were established, we have had 
a one-third to one-half decline in the 
value of the dollar. 


The pressing need for income has re- 
cently caused Yale University to depart 
from its previous ratios of stocks and 
bonds in the so-called “Yale Plan,” un- 
der which security ratios varied with 
market levels. Starting with 70% in 
bonds and preferred stocks and 30% 
in common stocks, the Plan specified 
that when the market value of the com- 
mon stocks reached 40% of the total 
fund, stocks would be sold to reduce the 
ratio to 30% and vice-versa in a declin- 
ing market. The market value of Yale’s 
securities reported as of September 30, 
1952 was’ $124 million, with 40% in 
bonds, 14% in preferreds, and 46% in 
common stocks. Yale’s investments con- 
tributed $5.9 million in income to the 
1951 budget of $14.7 million. There 
are 425 items in the portfolio with the 
largest holdings in duPont, Standard Oil 
of New Jersey, Panhandle Eastern Pipe- 
line, and American Can. 


UNITED STATES SAVINGS BONDS 
Calendar Year 1952 


Sales Redemptions 
(in millions of dollars) 
SERIES E AND H __. 3575 3139 
958* 
7 46 190 
ae 181 740 
Pe oo eo ae. — 
eee 277 pa 
SERIES A-D 0 47* 
4162 5074 


*Matured (Series A-D) 
————————————————————XX*___ 
DOW JONES AVERAGES 


JAN.2 Dec.1 JAN.2 

1953 1952 1952 

30 Industrials 292.14 283.70 269.86 
20 Railroads 111.18 108.02 82.11 
15 Utilities 52.35 51.66 47.53 
65 Stocks 113.40 110.48 97.71 








INSTITUTIONAL BuYING OF STOCKS 


Reliable estimates of 1952 common 
stock purchases by institutional buyers 
indicate that life insurance companies 
added about $65 million; New York 
State savings banks about $35 million 
($25 million in the last quarter); pen- 
sion funds about $400 million; mutual 
funds $350 million, and charitable insti- 
tutions and endowment funds, a com- 
bined total of $100 million. Much of 
this buying is being handled on a dollar 


averaging basis to obtain median cost. 


The overall total of $950 million an- 
nually does not loom large in compari- 
son with the $117 billion value of all 
stocks listed on the New York Stock Ex- 
change (November 30, 1952) but it is 
impressive compared with the floating 
supply, and amounts to about 7% of 


the total estimated value of all stocks’ 


traded on the Big Board last year. The 
blue chip stocks with long uninterrupted 
dividend payments are consequently 
likely to enjoy better markets than com- 
panies with intermittent dividend rec- 
ords. Another source of support for the 
high-grade commons lies in purchases 
of the corporation’s own stock for its 
pension or profit-sharing funds or under 
employee purchase plans. 


Not all of these institutional pur- 
chases represent new money. One can 
be sure that the $400 million rolling 
in from pension funds represents new 
investment. Of the $350 million from 
mutual funds, however, sales managers 
estimate that not more than 20-25% is 
fresh cash, the balance arising from se- 
curity sales. 


In long term impact on the equity 
market, pension funds are the most im- 
portant institutional investors. They are 
buying “for keeps” or at least until their 
payments begin to balance off against 
receipts. This time may be ten years or 
more away. According to a recent re- 
port presented by the National Plan- 
ning Association to the Joint Congres- 
sional Committee on the Economic Re- 
port, some 14,000 pension funds have 
about $12 billion invested in all types 
of securities. During the next ten years 
it is anticipated that an additional $21- 
$27 billion will be invested by pension 
funds through insurance companies and 
trustees. Trust and agency funds in the 
hands of national and state banks have 
been conservatively estimated by TRUSTS 
AND EstaTEs to be in excess of $60 
billion. Thus, institutional support of the 
stock market, which the above report 
termed as having “a stabilizing effect,” 
should ultimately dominate the market. 
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ROUND-UP OF TRUST INVESTMENT VIEWS 


NATION-WIDE POLL OF INVESTMENT OFFICERS 
REVEALS CURRENT POLICIES 


ternational situation still in a state 
of tension and the stock market at its 
highest point between Republican Ad- 
ministrations, trustees must appraise the 
known elements and, while giving proper 
weight to the imponderables, invest to 
best advantage the funds under their 
management. The editors accordingly in- 
vited some of the leading trust invest- 
ment officers in all parts of the country 
tto express, so far as practicable, their 
‘current policy for a new trust fund re- 
ceived in cash without investment or 
other restrictions. We also asked that 
they indicate any recent change in pol- 
icy, together with comments upon in- 
dustry groups which, in their opinion, 
fave especial appeal at this time or, 
conversely, should be eliminated. 


7 We THE NEW YEAR finding the in- 


The outstanding note in this survey 
is a sense of near-term caution toward 
common stock commitments. While in- 
vestment ratios vary and industry groups 
move from the favored to the less favor- 
ed side, there is evident a conservative, 
but not pessimistic, approach to this 
area based upon the recognition that 
the market is in historical high ground, 
largely because of a succession of in- 
flationary stimuli which should logically 
lose their force sometime in the fore- 
seeable future. Recommended common 
stock ratios range from 30% to 65%, 
depending upon circumstances, but the 
intention of spacing out buying com- 
mitments shows an almost unanimous 
belief in the probability of more attrac- 
tive buying levels sometime during the 
next two years. 








NATIONAL SHAWMUT BANK of Boston 


In general, our present policy calls for 
about 50% in common stocks, possibly 
35-10% in preferred stocks and the bal- 
ance in U. S. Government or municipal 
bonds, depending on the tax bracket of 
the beneficiary. We are continuing to 
purchase a broad diversified list of com- 
mon stocks with particular emphasis 
on stocks with defensive qualities, such 
as utilities and chain stores. However, 
we feel that broad industrial diversifica- 
tion is highly desirable and therefore 
we are not confining our purchases to 
industrials with predominantly defen- 
sive characteristics. 

In the case of new trusts involving 
the investment of a substantial amount 
of cash, we are spreading the purchases 
of common stocks over a six to nine 
month period. Generally, the feeling of 
our Trust Committee can be said to be 
one of caution and, in fact, we have 


reduced the percentage of equities in - 


some of our older trusts where ihere 
has been substantial appreciation in re- 
cent years. 

We have not purchased any appreci- 
able amount of long-term corporate 
bonds in the last ten years but have 
stuck to short and medium term U. S. 
Governments or municipals and, at the 


January 1953 





present time, we are continuing this 
policy. 
John Wallace, Vice President 


Marine Trust Co. of Western New 
York, Buffalo 


Assuming the account to be a trust 
fund and having in mind the duty of 
a trustee to keep the fund invested, we 
would allocate the funds within the fol- 
lowing limits depending upon the cir- 
cumstances surrounding the particular 
case: bonds: (United States Treasury, 
corporate and/or municipals) 40%- 
60%; preferred stocks, 20% - 10%; 


common stocks, 40%-30%. 


The foregoing proportions in which 
the funds might be allocated among 
various types of securities would not 
represent any recent change in our 
policy. However, in the choice of indi- 
vidual issues among the common stocks 
those of the defensive type would be 
more predominant. 


Clifford H. Cox, Vice President 


A New York Trust INSTITUTION 


In the average trust we feel that an 
eventual goal of approximately 50% in 
stocks and 50% in fixed income securi- 
ties is not unreasonable. For an account 
received today entirely in cash, it would 


Industry preferences naturally repre- 
sent a healthy difference of opinion but 
there is evident a generally favorable 
attitude toward the shares of electric 
and gas public utilities, banks, life, fire 
and casualty insurance companies, elec- 
tric equipment and electronics manufac- 
turers, foods and variety chains. There 
is a mixed approach to the chemicals 
and other growth stocks, as well as the 
oils. In bond maturities there is a 
preference for short Governments, mun- 
icipals not over 12 years, and corpo- 
rates limited to 20 years. 

The editors thank the following con- 
tributors, anonymous as well as identi- 
fied, who have graciously made the con- 
clusions of their studies and their in- 
vestment philosophy available to the 
readers of TRUSTS AND ESTATES. 








be our idea to invest approximately one- 
third to one-half of the common stock 
portion of the account in selected equi- 
ties immediately, placing the rest of this 
portion in high-grade, short-term securi- 
ties to be used as opportunities warrant. 
The balance of the fund can be invested 
in a selection of high-grade corporate 
bonds with attractive sinking fund pro- 
visions. 


Among the common stocks, the in- 
dustries which we would favor include: 
integrated oil stocks both domestic and 
international, leading chemical com- 
panies, public utility companies expand- 
ing in growth sections of the country— 
in this group we include stocks of well 
integrated natural gas companies—lead- 
ing companies in the retail trade, elec- 
tric equipment, and electronics indus- 
tries. The above does not represent a 
recent change from previous policy as 
we regard these particular industries as 
having attractive long-term prospects. 


For an account already invested in 
securities, we have been and expect to 
continue to lighten commitments in 
primarily cyclical issues in those indus- 
tries which do not appear to have any 
particular secular growth. In _ these 
groups we would be inclined to include 
the steel and farm equipment stocks, 
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automotive issues including accessories, 
railroads and railroad equipment stocks 
and certain issues in the building in- 
dustry. 

(Name withheld) Vice President 


FmeE.Lity-PHILADELPHIA Trust Co. 


The investment of cash received to- 
day in a fully discretionary account 
would be determined by the size of the 
account, the objective of the testator 
or settlor, and the income tax bracket 
of the beneficiaries. We shall assume that 
cash is received in an account large 
enough to permit broad investment di- 
versification and suggest the following 
distribution of investments: U. S. Gov- 
ernment bonds, 25%; corporate and 
municipal bonds, 30%; preferred stocks, 
15%; common stocks, 30%. 


Since the Government bond market is 
somewhat unsettled pending basic policy 
decisions by the incoming administra- 
tion, maturities should be kept within 
five years and properly spaced. This 
spacing will enable the account to take 
advantage of any changes in interest 
rates and provide a reserve for the future 
purchase of common stocks. As a cor- 
ollary the maturities of municipal bonds 
shovid be well spaced and not exceed 
twelve years, while corporates should be 
within a twenty year range. The per- 
centage of the account invested in mu- 
nicipals as compared to corporates 
would be determined by the tax bracket 
of the beneficiaries. A portion of the 
corporate funds should also be regarded 
as a reserve for the purchase of addi- 
tional common stocks. 


Preferred stocks should provide an 
average return of about 3.90% and 
approximately 15% of the account could 
be so invested. Emphasis should be 
placed upon quality issues, well pro- 
tected by earnings and stable operations. 
A sinking fund or conversion feature 


is highly desirable. 


Initially we feel that only 30% of the 
account should be invested in common 
stocks, with the ultimate objective of a 
minimum of 50%. If 50% of the ac- 
count were committed to common stocks 
today, there would be no reserve to take 
advantage of any price declines that 
might occur. ' 

It is our feeling that business activity 
generally should be well maintained 
throughout the year. Earnings should 
compare favorably with 1952, although 
we anticipate keener competition in most 
fields and some pressure on profit mar- 
gins. Nevertheless, we expect dividend 
payments to be approximately as high 
as in 1952. 
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Certainly, the committment of new 
funds today should include the purchase 
of common stocks of the leading com- 
panies in the following groups: automo- 
biles, chemicals, electrical manufac- 
turers, foods, oils, variety chains, banks, 
and electric utilities. We also feel that 
the outlook is good for certain other 
companies which cannot be classified 
within specific industry groups. 


During periods of market strength ac- 
counts should be reviewed for the pur- 
pose of reducing holdings which may 
have become disproportionate, and elim- 
inating those securities which may no 
longer have a favorable long term out- 
look. In addition, during strong markets 
some stocks advance rather sharply, and 
price-earnings ratios are extended much 
further than warranted by realistic earn- 
ings projections. In 1953 trustees should 
continue this policy of placing givater 
emphasis upon upgrading of accounts 
and upon a higher degree of selectivity 
in the retention and purchase of com- 
mon stocks, 


Thomas L. Ralph, Vice President 


PHILADELPHIA NATIONAL BANK 


Our present investment thinking is 
influenced by our belief that business 
conditions will continue favorable well 
into the first half of 1953. There seems 
to be sufficient momentum in the pres- 
ent upward swing to justify this conclu- 


sion. In addition, the national economy. 


will be supported by continued spend- 
ing for defense purposes at an annual 
rate exceeding $50 billion. Private ex- 
penditures for new plants and equipment 
will probably be lower in 1953 but most 
estimates indicate that this decline will 
be to some extent offset by an increase 
in public projects such as highways and 
schools. There is also the prospect for 
a modest reduction in corporate and 
personal income taxes and personal in- 
comes should continue at a high level. 


On the other hand, common stock 
prices have advanced on a broad front 
since the election and in many cases 
yields on high grade common stocks are 
no longer so attractive as they have been 
in relation to yields on high grade 
fixed income securities. Furthermore, the 
change in our administration at Wash- 
ington may result in fewer inflationary 
policies than we have experienced under 
the Truman administration. Another im- 
portant factor to take into consideration 
is that we no longer have an unsatisfied 
demand for goods such as in the years 
immediately following World War II. 


It has been our policy in recent 


months to make modest reductions in 
common stock where this has been ap- 
propriate under the circumstances of an 
individual account. We have also done 
some switching from volatile type com- 
mon stocks to those with more stable 
earnings and dividends. 


At the present time we would be in- 
clined to invest an all cash discretionary 
account in approximately 30% common 
stocks, 30% preferred stocks and 40% 
bonds. In the latter group we would 
recommend that about three-quarters of 
the funds be in Governments and one- 
quarter in corporates, assuming munici- 
pal bonds were not required for tax- 
free income. In many cases U. S. Treas- 
ury bonds are more attractive to a 
Pennsylvania resident than high grade 
corporation bonds because the former 
are not subject to Personal Property tax. 


Common stocks which we would em- 
phasize at this time include those repre- 
senting electric utilities, banks, foods, 
containers, variety chains, tobacco and 
some of the chemical issues. On the 
other hand, we would be less inclined 
to buy railroad stocks, non-ferrous 
metals, motors, oils and electrical equip- 
ment. 


Paul W. Brown, Jr., Trust Officer 


A Mippite ATLANtic Trust CoMPANY 


My thinking as to the percentage 
composition of a fully discretionary ac- 
count, received in cash, is, government 
bonds 35%, real estate mortgages 15%, 
preferred stocks 20% and common 
stocks 30%. This would represent a re- 
duction in common stock commitment 
by approximately 20% over what we 
would have done in early 1952 if a 
similar situation had confronted us. 


Selectivity within groups is so ex- 
ceedingly essential and so many seem 
to possibly be in for closer margins 
than has been true in the past that, | 
believe, to make comments on them 
could be very misleading. 

(Name withheld) 


Executive Vice President 


A SouTHERN BANK 


This is one of those intermediate pe- 
riods when it is difficult to prescribe 


any definite balance and procedure of 


general application. Our common fund 
is now at about 30° in common stocks 
and in some new accounts which we 
have received and invested we have been 
willing to go up that high in new stock 
investment, making a very careful selec- 
tion from items which we do not think 
are overvalued. 


(Name withheld) Vice President 
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Kentucky Trust Co., Louisville 


If we were given a new fully discre- 
tionary account in cash and if it were 
a typical trust the chief purpose of which 
is to produce income for the living ex- 
penses of a family in moderate circum- 
stances we would divide it about as 
follows: Bonds, 45°; Preferred stock, 
15% ; Common stocks, 40%. This repre- 
sents no significant change from previ- 
ous policy. 


Starting from market prices as of 
December 22, 1952 it would seem rea- 
sonable to expect satisfactory perform- 
ance among the following groups: elec- 
tric utilities, banks, fire and casualty in- 
surance companies, tobaccos and oils. 
There are no groups that we would actu- 
ally eliminate at the present time, but in 
general our policy would tend toward an 
increase in the groups named at the ex- 
pense of stocks of the more cyclical in- 
dustries in periods of market strength 
from now on. 


This statement of our policies should 
have the usual hedge clause. 
J. V. Norman, Jr,, 


Executive Vice President 


A SOUTHWESTERN BANK 


Investment officers should be even 
more selective in their choice of com- 
mon stocks in 1953, especially when 
purchases are made for new accounts 
consisting wholly of cash. As our bank 


‘has a balanced discretionary common 


trust fund, we would probably place 
the funds for most fully discretionary 
accounts of moderate size in this fund 
where the advantages of diversification 
and stability of income would involve 
a minimum of risk. Our common fund 
percentage invested in common stocks 
will probably not exceed 50% to 60% 


in the foreseeable future. 


It is our opinion that sound electric 
utility companies in growth territories 
as well as leading chemical and oil 
stocks, including natural gas, offer some 
of the best opportunities for long range 
appreciation and satisfactory income. 
We would currently avoid any large 
representation in the cyclical industries 
and other special situations such as 
agricultural equipment companies. 


As a general rule, our investments in 
preferred stocks would be limited to a 
modest percentage of the highest grade, 
preferably with sinking fund provisions. 

This does not represent any material 
change in our recent investment policy 
which is a continuance of cautious 
optimism. 


(Name withheld) Vice President 


January 1953 


A Paciric Coast Trust COMPANY 


We cannot prescribe specific percent- 
ages of bonds, preferred and common 
stocks for all accounts. However, assum- 
ing a substantial hypothetical account 
in which there are no circumstances 
which would warrant deviation from our 
general policy, our program would be 
designed to ultimately produce approxi- 
mately the following diversification: 
40% to 50% in common stocks, 10% 
to 15% in preferred stocks, and the 
balance in bonds. Insofar as the timing 
of our purchases is concerned, the fixed 
income securities would in all proba- 
bility be purchased immediately. How- 
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COMMON STOCKS 


with a yield of 4.75% has been planned with 
balance and diversification to be readily adjustable 
to practically any size fund. 


We will be glad to send you a copy of 
this list of quality equities upon request. 


Or, should you prefer to discuss your own 
portfolio, we offer our specialized services to 
consider your holdings and to suggest any changes 
that appear promising or prudent. Address— 


Department 1 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange and other 
Leading Stock and Commodity Exchanges 


HOTEL ST. REGIS, NEW YORK CITY 
LIMA, PERU 





ELMIRA GENEVA 
SYRACUSE 


Private Wire System to Branch Offices, Correspondents and 
their connections in 80 Cities throughout the United States 
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ever, because of the historically high 
level of common stock prices at present, 
we would most likely place from one- 
third to one-half of the funds allocated 
to the purchase of equities now and 
would temporarily invest the balance of 
the amount in high-grade short-term 
bonds for the purpose of gradually com- 
pleting our common stock purchases 
over a period of time. Thus we would 
be in a position to take advantage of 
better buying opportunities if they 


should develop and be obtaining aver- 


age prices over a period of time. We 
would somewhat reduce the risk of con- 
centrated buying which might prove to 
have been poorly timed. 


LIST OF 









WILL nnrurnrrnluzarzxzZzZQZQJNQNLLL LLL dddddddddddddddddddddddiddddiddddididdidddddddidddddddddddddddddde 


LAMM hhhddbddddddddddddddddhddddde 


NEw YORK 5, N. Y. 


LONDON, ENGLAND 


HORNELL 
WATERTOWN 












UTICA 








23 








This does not represent any major 
recent change in our investment policy. 
We are constantly reviewing our securi- 
ties to eliminate substandard issues at 
fair prices and have made considerable 
progress in this direction in recent years. 
Generally speaking, because of the rise 
in stock prices, we consider this a good 
time to eliminate any issues, and par- 
ticularly those of a cyclical nature, 
which do not measure up to our quality 
standards. 


In stock purchases, we give prefer- 
ence, wherever possible, to securities of 
a defensive nature such as public utili- 
ties, foods, grocery chain, and variety 
chain stores, or, where income is less 
important, to stocks with outstanding 
growth characteristics. These would in- 
clude the chemicals and a few other 
issues such as Minnesota Mining & Man- 
ufacturing and Scott Paper. We are not 
particularly attracted at the moment to 
issues of a more cyclical character such 
as the motors and steels. 


(Name withheld) Vice President 


TitLE INSURANCE AND Trust Co., 
Los Angeles 


We have not yet deemed it advisable 
to reduce the percentage of equities 
held in trust funds, and in a new, fully 


OUTSTANDING — 


in Trust Work 


as in Banking — 


TIDEWATER VIRGINIA 


NATIONAL BANK 
OF COMMERCE 


Norfolk Virginia 
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discretionary account received in cash, 
we would invest from 50% to 65% in 
equities. While we have made no re- 
duction in the over-all percentages for 
the past several months, we have con- 
sistently up-graded and drastically re- 
duced or eliminated holdings in cyclical 
industries and substandard companies. 
We are definitely emphasizing the de- 
fensive position and if we invested as 
much as 65% in equiteis at this time, 
at least 15% would be placed in good 
multiple line insurance stocks and bank 
stocks which we consider a suitable sub- 
stitution for long term bonds. Generally 
speaking, we have eliminated steels and 
the capital goods industries and are 
concentrating on companies close to the 
consumer. 


To select the group or groups which 
have the brightest prospects for the 
next year is difficult, because I feel that 
the situations which are most apt to do 
best on a short term basis are substand- 
ard situations which would not generally 
qualify as trust investments. I feel that 
perhaps the natural gas industry offers 
the security and growth which would 
qualify it to be included in an acceptable 
group. 

Frank D. McGregor, Vice President 


First NATIONAL BANK, Minneapolis 


For the average person we might 
properly consider a ratio of 50-50 be- 
tween fixed income investments, such as 
bonds and preferred stocks and true 
equity investments, such as common 
stocks. If a new account of this general 
nature should be received all in cash, 
we ought to proceed about as follows: 


Invest at once the funds to go into 
the fixed income portion. The primary 
argument for deferring these purchases 
would be the hope that interest rates 
might rise enough in the near future to 
justify the loss of current income while 
we wait. This seems like too long a shot. 





I do not think we should commit all of 
our common stock money at this time. 
In deference to the fact that, historically 
at least, the stock market is at a high 
level and that we seem to have reached 
a fairly late period in the high phase of 
the business cycle, it would seem wise 
to defer some of the common stock pur- 
chases until a later date. At the same 
time the income needs of the benefici- 
ary cannot be ignored, and as stocks 
still afford larger yields than do bonds 
or preferreds, some stock purchases at 
this time would seem to be justified. 


I would suggest at this time that we 
invest approximately one-half of the 
f@ommon stock portion of the account at 
this time’ and put the other half into 
reasonably short term government 
bonds with the idea that these funds 
would be invested in common. stocks 
possibly during the following year or 
year and a half. 


In selecting individual stocks for cur- 
rent purchase we well might confine 
ourselves to companies in industries 
considered less cyclical in nature than 
others. We should not expect these stocks 
to be immune to the effects of any sub- 
stantial general decline in the market 
but we might reasonably expect the 
earnings and dividends to hold up and 
the prices to recover as soon as the 
general pressure on the market has been 
removed. 


The types of common stocks which 
would seem to meet these qualifications 
would include primarily insurance com- 
panies, electric utilities, natural gas, and 
food companies. We might also include 
in this group the tobacco, paper, and 
probably the finance, companies. In 
addition I would be inclined to include 
integrated oil companies in this group 
although I am aware that some investors 
are currently a little cool toward them. 
Automobile, automobile equipment, and 
electric equipment industries look good 


Complete facilities for handling your 
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for some little time and also for the long 
pull, but they tend to fluctuate some- 
what more than those previously named 
and I would be inclined to defer those 
purchases for the present, as well as the 
chemicals and drugs. The latter are not 
through growing and should ultimately 
have a place in any well balanced port- 


. folio, but I would be tempted to reserve 


these for later additions. 


Based on the general comments which 
I have made we might draw up a tenta- 
tive stock portfolio at this time as fol- 
lows: National Fire Insurance Co. of 
Hartford; Springfield Fire & Marine In- 
surance Co.; Kansas City Power & Light 
Co.; Wisconsin Electric Power Co.; 
United Gas Corporation; Phillips Petro- 
leum Co.; Archer Daniels Midland Co.; 
General Mills, Inc. 


The above program represents little 
change from the policies which we have 
been following for the past year and 
might be likely to continue until such 
time as we have a material change in 
the market level or the business cycle. 


A. C. Regan, Vice President 


Cuicaco TirLE AND Trust Co. 


We would be inclined to take a rather 
conservative course at the outset, be- 
ginning with a fairly low percentage of 
common stocks. As for the bond portion, 
we would avoid very long term issues. 


The year-end is the customary time 
for forecasts, but this year-end could 
prove rather unfortunate for that pur- 
pose. Ever since November 4 we have 
seen a growing wave of optimism. True. 
this may continue and the results could 
be quite spectacular. However, there 
seems to me a likelihood that we have 
indulged in some wishful thinking. Dur- 
ing this period between November 4 
and January 20 the incoming Admin- 
istration has said very little and I sus- 
pect that most of us are hopeful that 
the General will pursue policies which 


For 


Ancillary Trust Service 


In 


OKLAHOMA 


are perfectly in accord with our own 
individual thinking. There could easily 
be a more sober realization later on that 
most of our problems are difficult of 
solution and long term in nature. There- 
fore, it seems to me that investment 
success in the year ahead requires un- 
usual flexibility and adaptability. 
Albert Young Bingham, 


Financial Vice President 


A Mipp_Le West BANK 


Current policy in the investment of 
cash in a new, fully discretionary trust 
suggests the following composition: 


Presently Objective 
Bonds _......... 70% - 80% 50% 
(short govts. 20%-30%) 
Common stocks 20% - 30% 50% 


Depending on the need for income, we 
might use some preferred stocks up to 
10% and to the extent used would re- 
duce the objective in common stocks. 


It is not easy to indicate the group 
or groups of investments that appear to 
have the brightest prospects for 1953, as 
well as those which should be lightened 
or eliminated, as price, of course, is an 
important factor. In the group that we 
would favor we would include public 
utilities, oils, chemicals, electrical equip- 
ment, rubber, aircraft accessories, and 
motor accessories. In the groups which 
do not appear to have bright prospects 
for 1953 we would include retail, farm 
equipment, fire insurance, and building. 
Again, there might be exceptions as re- 
gards individual companies and stocks, 
both in the favored group and in the 
group to be lightened or eliminated. 


(Name withheld) Vice President 


A MippLte West Bank 


A new, fully discretionary trust re- 
ceived in cash would be invested: bonds, 
60%; preferreds, 5%; common stocks, 





Roy M. Huff, Vice President and Trust Officer 
NATIONAL BANK OF TULSA 


OFFERING COMPLETE BANKING AND TRUST SERVICES 
Member Federal Deposit Insurance Corporation 
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35%. In the last year and a half we 
have sold more common stocks than we 
have bought. 


In the common stock field, we expect 
stocks of companies in the following in- 
dustries to give a relatively good ac- 
count of themselves: chemical, oil, util- 
ity, retail trade, food and paper. Auto- 
mobile and steel companies should do 
well over the next six months, 


It seems likely that competition will 
become keener as the year progresses, 
and this calls for a policy of investment 
in the securities of only the strongest 
and most efficient companies. Converse- 
ly, all securities of marginal or ineffici- 
ent companies, particularly in the so- 
called cyclical industries, should be 
eliminated. 


(Name withheld) Vice President 


Detroir Trust Co. 


Most predictions for 1953 seem to be 
of a very optimistic nature. With the 
stock market at a new high level for 
many years the manager of trust funds 
should.be increasingly careful and con- 
servative in his selection of equities. 
The pressure from clients for higher 
income has not diminished and the de- 
sire for an inflation hedge seems to in- 
crease as the market rises. At the pres- 
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ent time we try to maintain a balance 
of approximately 50% stocks and 50% 
bonds in most of our accounts. 


Our emphasis in the common stock 
field has been more and more on the 
most conservative stocks, particularly 
public utility stocks, while a smaller 
percentage has been placed in so-called 
growth stocks. It would seem that prices 
for these stocks, particularly the chemi- 
cals and oils, have reached a point where 
trust investment officers must buy such 
issues with great care. It is our opinion 
that investment planning for the coming 
year should be primarily concerned with 
defensive issues and protection of values 
rather than appreciation. The motor 
stocks seem well situated and many of 
the motor accessory stocks appear rela- 
tively attractive from a price-earnings 
and yield basis. 


While a statement of this kind, made 
at a rather critical period in the market, 
must be confined to generalities, it is 
our opinion that the safest stock invest- 
ments for the coming year would be in 
the public utility, merchandising, finan- 
cial, and food industries, while the risk 
investments are more likely to be found 
in the chemical, oil, steel, and specialty 
field. 

O. L. Buhr, Vice President 


CENTRAL Trust Co. of Cincinnati 


We are not deviating from our previ- 
ous policy of investing new funds about 
50% in common stocks and 50% in 
fixed-income securties. 


At such time as the abnormally high 
rate of capital expansion tapers off and 
armament expenditures decline, we can 
visualize a fairly substantial business 
adjustment. This could involve a drop 
in production indices of perhaps 15% 
but we doubt whether such a readjust- 
ment would be of protracted duration. 
However, for 1953 we look for general 
business activity to continue at a high 
level, although we expect some decline 
in profit margins and earnings as costs 
remain high and competition in many 
lines becomes keener. That the excess 
profits tax will be allowed to lapse the 
end of June appears to be rather gen- 
erally anticipated, but we entertain con- 
siderable doubt on that score. Its con- 
tinuance through all of 1953 seems to 
us more likely. 


While we expect moderately lower 
earnings in 1953, we do not feel that 
dividends generally will be materially 
affected. There is good reason to be- 
lieve that under an administration ex- 
pected to operate along sounder and 


more orthodox lines and to adopt a 
more favorable attitude toward business, 
investors will be willing to pay a higher 
price in relation to earnings than has 
been the case for the past several years. 


As we are optimistic about the longer 
term trend of stock prices and a sizable 
spread between stock and bond yields 
still prevails, we have for the present, 
at least, considered it advisable not to 
alter our existent policy. Our attitude 
of caution is expressed through a more 
rigid endeavor to keep accounts not over 
50% in equities through such cutback 
action as may be necessary. 


Some of the industries which we feel 
may do quite well in 1953 include the 
automotive, metal container, electrical 
equipment, paper, public utility and in- 
surance fields. In the latter group we 
see no interruption in the favorable 
trend for the life companies and those in 
the casualty line appear to be in the 
initial stages of a relatively attractive 
cycle. Also favorably situated in our 
opinion, though perhaps not doing quite 
so well as in 1952, are the banking, 
chemical and oil groups. Though short 
term, the tobacco and food processing 
companies appear to be in an improving 
situation but we are not impressed with 
the longer-term outlook and hence do 
not use them generally at present. 


We are not restricting all purchases 
to the groups we consider more favor- 
ably situated for the near term as there 
are other elements to weigh, but this 
gives some idea of our thinking. 

H. C. Harshman, 


Vice President & Investment Officer 


CENTRAL NATIONAL BANK of Cleveland 


Assuming the purpose. of the account 
is to provide a reasonable income, with- 
out subjecting the principal to wide 


fluctuations in value; and that the in- * 


come beneficiaries are not in a high tax 
bracket; and that no serious principal 
invasions are anticipated: an investment 
policy of 50% in quality bonds or other 
credits with fixed maturities and 50% 
in high-grade common equities appears 
prudent at this time. There has been no 
change in our investment policy in the 
last one and one-half years. 


In a new, all cash account accomplish- 
ment of the full stock position of 50%, 
based on market values, would be 
effected in three steps over a period of 
time. Only one-third of the stock posi- 
tion would be taken immediately. 


Common stocks in the petroleum, 
chemical and electrical equipment in- 
dustries, together with certain special- 
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ties, such as Corning Glass, appear to 
have the most favorable outlook. Com- 
panies with light debt, low labor costs 
and aggressive managements with ample 
research facilities hold the most attrac- 
tion. A well-qualified sales force is also 
imperative. By contrast, companies with 
heavy debt, high labor costs and the 
operations of which are subject to wide 
cyclical fluctuations should be avoided. 
R. E. Mayne, Manager 

Trust Investment Division 





|\42| THE COLUMBIA 
GAS SYSTEM, INC. ° 


The Board of Directors has declared this day 
the following quarterly dividend: 
Common Stock 
No. 74, 20¢ per share 
payable on February 14, 1953, to holders of 
record at close of business Janiary 20, 1953. 
Dare Parker 


January 8, 1953 Secretary 
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DIVIDEND No. 20 
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T w= BOARD OF DIRECTORS 
has this day declared a regular 
quarterly cash dividend of Sixty- 
Twoand One-Half Cents (621¢) 
per share on the capital stock of 
the Company, payable on Feb- 
ruary 16, 1953, to stockholders 
of record at the close of business 
January 15, 1953. 


R. E. PALMER, Secretary 
January 6, 1953 
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PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 148 


The Board of Directors on December 
10, 1952, declared a cash dividend for 
the fourth quarter of the year of 50 
cents per share upon the Company's 
common capital stock. This dividend 
will be paid by check on January 15, 
1953, to common stockholders of record 
at the close of business on December 
22, 1952. The Transfer Books will not 
be closed. 


K. C. Curistensen, Treasurer 


San Francisco, California 


DIVIDEND NOTICE 


The Directors of Daystrom, Incorporated 
(formerly ATF Incorporated) on December 
23, 1952, declared a regular quarter 


dend of 25 cents per share, p-yable 
aty 16, 1953, to holders of record January 


27, 1953. 
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Dr. Smith Views Economic 


Outlook 


Asserting that, for once in twenty 
years, the American people voted in No- 
vember for their children instead of 
for dollars, and that their demand was 
for a few “good deeds,” such as honesty 
and efficiency in government, and a de- 
cent, firm foreign policy, Dr. Arthur A. 
Smith, vice president of First National 
Bank in Dallas, told the 1st Mid-Conti- 
nent Trust Conference* in mid-Novem- 
ber that the Republican victory was not 
a mandate to “wipe clean the 20-year 
slate of the Democrats.” Dr. Smith then 
proceeded to show how and why, in his 
opinion, the new administration would 
be unable to effect immediate and sweep- 
ing reforms. 


The lag of social institutions behind 
scientific advance, the noted economist 
said, has created problems because we 
have not learned to use for constructive 
purposes what science has taught us to 
produce. The Democrats failed to find 
the answer to the nation’s economic 
ailments during their 20 years in power. 
The Republicans will also be eager to 
have the country prosperous; therefore, 
they will have to face the question of 
how to sustain our vast industrial and 
agricultural capacity when large-scale 
military spending and war costs cease 
to be a sustaining factor. 


Dr. Smith drew a parallel of the Re- 
publicans inheriting a house built by 
the Democrats; it may not be to their 
taste but it must be lived in until a 
new one can be built, if ever, and which 
they will probably have to remodel in- 
stead of tear down. With the accumula- 
tions of 20 years, to stop inflation, bal- 
ance budgets, and lower taxes are not 
simple matters to be achieved by the 
word of one man or party alone, he 
emphasized, and the American people 
must not expect miracles during the 
coming four years. 

*Dr. Smith’s address was not received in time 


for inclusion with the proceedings reported in the 
December issue. 





Operating Units: 
* 
AMERICAN 
TYPE FOUNDERS 
* 
DAYSTROM 
ELECTRIC CORP. 

* 
DAYSTROM 
FURNITURE DIVISION 

ebru- * 
DAYSTROM 
INSTRUMENT DIVISION 


American Type Founders Printing Equipment is now in use in 61 countries throughout the woria 


JANUARY 1953 





No Ceiling Prices for Banks 


The Office of Price Stabilization, 
through Amendment 8 to Ceiling Price 
Regulation 34, has exempted banks from 
the requirement to post ceiling prices. 


IviICO 
AMERICAN VISCOSE 
CORPORATION 
Dividend Notice 
The Directors of American Vis- 
cose Corporation at their meeting 
on January 7, 1953, declared the 
regular dividend of one dollar 
and twenty-five cents ($1.25) per 
share on the 5 percent (5%) cu- 
mulative preferred stock payable 
on February 2, 1953 to stockhold- 
ers of record as of the close of 
business on January 19, 1953. The 
Directors also declared a divi- 
dend of fifty cents (50¢) per share 
on the common stock payable 
March 2, 1953, to stockholders of 

record on February 16, 1953. 

The payment of the common 
stock dividend was deferred un- 
til March 2, 1953, as the Corpora- 
tion is advised that the retention 
of the dividend funds for a sixty- 
day period after the first of the 
year will result in substantial tax 
savings. The dividend on the pre- 
ferred stock, being on a different 
basis, was not deferred. 


WILLIAM H. BROWN 
- Secretary 
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Southern California 
Edison Company 


DIVIDENDS 


COMMON DIVIDEND NO. 172 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 23 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 19 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on the 
Common Stock; 

28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 

281 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 


The above dividends are pay- 
able January 31, 1953, to stock- 
holders of record January 5, 
1953. Checks will be mailed 
from the Company's office in 

’ Los Angeles, January 31,1953. 


P.C. HALE, Treasurer 
December 19, 1952 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly tor TRUSTS AND ESTATES by Moody’s Investors Service 


YIELDS OF YIELDS OF PRICES, DIVIDENDS, 


TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 


IN PERCENT , : IN PERCENT 90 PRICES AND DIVIDENDS YIELD3 
($ PER SHARE ) To 


3 YEARS 


ELIGIBLE 
275 


LONGEST . 
INELIGIBLE FF DIVIDENDS 


( YoSCALE ) 


Dec. Nov. Dec. 
1952 1952 1951 1952 1951 1946-50 1941-45 1931-40 1919-1930 


— End of Month — Range for Period 





1. U. S. Government Bond Yields 








3 Year Taxable Treas. % 2.34 2.25 2.11 2.35-1.90 2.20-1.68 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year si ” % 2.39 2.34 2.20 2.44-2.03 2.26-1.76 1.87-1.06 1.70-1.24(a) (a) (a) 
10-Year sig wig % 2.52 2.50 2.35 2.64-2.20 2.40-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Longest Term Eligible ..................... % 2.81 2.70 2.69 2.81-2.53 2.70-2.21 2.48-1.96 2.48-2.03 (a) (a) (a) 
Longest Term Ineligible ................. % 2.81 2.71 2.74 2.81-2.56 2.74-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) 
2. Corporate Bond Yields 
Aaa Rated Long Term ................ in’ 2.99 2.97 3.04 3.03-2.91 $.04-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa - ” i -seeeuemilaineanite % 3.06 3.04 3.09 3.10-2.99 3.09-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A - ad oo mitm=_n: VT 3.23 3.22 3.33 3.34-3.18 3.33-2.87 3.28-2.67 3.39-2.78 9.28-3.35 7.71-4.91 
Baa ” " Tis tekcadidepintienam % 3.50 3.52 3.63 3.63-3.48 8.64-8.15  3.57-2.98 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax Exempt Bond Yields 
Aaa Rated Long Term ................... % 1.96 1.97 1.77 2.00-1.65 1.85-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (b) (b) 
Aa ™ ” = visbintiabeians De 2.25 2.18 1.94 2.25-1.81 2.71-1.37 2.21-1.04 2.11-1.21 3.02-1.78(b) (b) 
A sa * sed % 2.67 2.60 2.36 2.67-2.13 2.50-1.72 2.64-1.28 2.49-1.49 3.29-2.11(b) (b) 
Baa * “5 " Mp 2.94 2.91 2.59 2.98-2.48 2.74-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (b) (b) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
0 eee ~- % 3.97 3.93 4.10 4.03-3.92 4.10-3.80  4.09-3.28 4.37-3.55 6.54-3.33 6.79-4.75 
Medium Grade ioe Sp 4.94 4.95 4.96 4.95-4.83 4.96-4.72  6.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
TY SID. ‘imsicentie sien 3.77 3.76 3.86 3.90-3.69 $.88-3.45  3.92-3.27(c) (c) (c) (c) 
Medium Grade ..............-.....41 9% 4.07 4.03 4.17 4.15-3.94 4.25-3.77  4.20-3.52(c) (c) (c) (c) 
Utilities—Low Dividend Series 
CO eo | 4.00 3.99 4.24 4,.24-3.94 4.20-8.80  4.24-3.40(c) (c) (c) (ce) 
Medium Grade .................:..00- - % 4.48 4.42 4.71 4.71-4.33 4.71-4.19  4.65-3.69(c) (c) (c) (c) 
5. Common Stocks 
125 Industrials—Prices (e)  ........... 80.89 78.20 74.24 80.89-71.25 74.24-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 id) 
125 Industrials—Dividends (e) ..... : 4.16 4.17 4.13 4.28-4.13 4.52-4.18  4,44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(d) 
125 Industrials—Yields % ............. 5.14 5.53 5.56 5.87-5.14 6.79-5.56 7.29-8.20 7.71-8.56 10.18-2.59 6.21-3.19(d) 
(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—125 Industrials Averages date from Jan. 1, 1929. 
(b)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—Dollars per share. 
(c)—Lew Dividend Preferred Yield Averages in this series date from 


Jan. 2, 1946. 
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FLEXIBLE MONEY MARKET POLICY 


MARKS 1952 BOND MARKET 


HARRY F. JONSSON 


Investment Officer, The Chase National Bank of the City of New York 


REVIEW OF THE BOND MARKET FOR 

1952—government, municipal and 
corporate—might logically start with the 
money market factors existing at the 
end of 1951. The year end factors re- 
sulted in money market stringency great- 
er than was apparently anticipated and 
before the Federal stepped in, Treasury 
bills sold at a yield of about 1.92% in 
the open market. The nervousness at- 
tending this period was in large measure 
due to the fact that many had forgotten 
the implications of money market flexi- 
bility. 


While Treasury bills dated January 
3 were allotted at a yield of 1.883% the 
return flow of currency from circulation. 
the decline in bank loans and the pass- 
ing of other year-end factors restored 
ease to the money market which was 
reflected in Treasury bills showing suc- 
cessive yield declines culminating in an 
average rate of 1.507% for the billsdated 
February 21. The market for intermedi- 
ate bank eligible government issues as 
well as long term obligations improved 
from their December 27 lows and sea- 
sonal reinvestment demand combined 
with light corporate offerings resulted 
in improved prices for these obligations. 
Subsequently the greater flow of corpo- 
rates to the market resulted in new is- 
sues being priced at a concession to the 
market. Municipal bond prices, in spite 
of the January offering of Housing Au- 
thority obligations, showed some im- 
provement, but subsequently increased 
emissions influenced by the removal of 
municipal financing from voluntary 
credit control in mid-April reversed the 
trend in this sector of the investment 
market. 


After the money market squeeze of 
December it was natural to anticipate 
tight money market conditions around 
the March income tax payment date, 
but the Treasury refinanced its April 
maturities in February, (books closed 
February 21) thus mitigating the March 
money market problem. Treasury dis- 
bursements in excess of actual tax col- 
lections, reduction of Treasury balances 


January 1953 


at the Federal, the borrowing on Special 
Certificates and the increase in “float” 
resulted in easing of the money market 
and the period passed without any undue 
strain. In addition $1% billion of Treas- 
ury Tax Anticipation bills were surrend- 
ered on March 15 for taxes and cash 
and another $114 billion of Treasury 
Tax and Savings notes were tendered 
for redemption of which $1 billion was 
in payment of taxes. 


The bearish implications of the non- 
call on February 15 of the 214s due 
June 15, 1955/52 was overcome. The 
refinancing of the approximately $1 bil- 
lion 21%s called for March 15 with an 
offer of 234s due 1959/57 represented 
an unexpected testing of the longer term 
market. In this period it was becoming 
evident that while there was close co- 
operation between the Treasury and the 
Federal, the latter was working toward 
greater flexibility in the money market. 


Improved Demand 


The decline in bank loans resulted in 
an improved demand for bank eligible 
Treasury issues of intermediate maturi- 
ties and prices rose rather sharply. How- 
ever, it became evident that the decline 
in loans was less than seasonal and that 
the Treasury would have to undertake 
some important deficit financing. Since 
the Federal Reserve System moved 
further toward flexibility by permitting 
a runoff in its security holdings it be- 
came apparent that member banks 
would have to rely more heavily on bor- 
rowings from the Federal Reserve Bank 
to maintain their reserve positions, and 
this found reflection in an increase on 
Treasury Bills from about 1.598% for 
those dated April 3 to 1.710% for those 
dated May 8. Also the Treasury was 
borrowing in larger amounts through 
the Treasury bill market to meet its de- 
ficit needs and in May offered an ex- 
change of an additional amount of In- 
vestment Series “B” 234s for the four 


. longest restricted issues including a de- 


vice which was designed to raise addi- 
tional funds, This, however, was disap- 
pointing in the small amount of new 


cash raised and in June the Treasury 
announced an issue of approximately $4 
billion 23s due June 15, 1958. The 
issue was heavily oversubscribed with 
the final allotment running about $414 
billion. 


The payment for these bonds on July 
1 was largely through credit to Treasury 
Tax and Loan Account at the outset. 
Many non-bank subscribers used bor- 
rowed funds to take up their allotments. 
This resulted in a substantial increase in 
reserve requirements and since. the Fed- 
eral Reserve did not readily provide 
additional reserves through open mar- 
ket operations, member banks had to 
borrow heavily from the Federal. On 
July 2 excess reserves for the country 
as a whole were only $129 million, while 
New York City banks showed a reserve 
deficiency of $560 million. On August 
1 member bank borrowings were at 
$1.5 billion, the largest total since the 
money market stringency early in 1933. 
Although Treasury expenditures and 
open market purchases by the Federal 
in support of the August and September 
certificate refunding somewhat eased 
the situation, the relief was not sufficient 
to hold the 2s due September 15, 1953 
at par and on August 14 the Treasury 
bill auction showed at an average rate 
of 1.903%. Despite the help of the Fed- 
eral, attrition on the August and Sep- 
tember refunding was about 17%. 


Tight money market conditions 
brought with it thin markets for govern- 
ment obligations which was strikingly 
reflected in nearby and intermediate 
governments and the weakness which 
began in the closing days of July cul- 
minated in the lows of August 12. The 
23s which had sold at a premium of a 
half point receded to a half point dis- 
count, again indicating that the Federal 
was not abandoning the policy of flexi- 
bility. Bond holdings of the banking 
system increased importantly during 
July and August but the increase in total 
government holdings was moderate due 
to the important offset furnished by sales 
of bills and certificates in response to 
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corporate demand. Corporate and muni- 
cipal prices which had improved earlier 
in the year reflected the action of the 
government market but demand contin- 
ued good for attractively priced issues. 


Regulation W Suspended 


An important influence in money mar- 
ket tightness was the fact that on May 7, 
Regulation W was suspended resulting 
in an important increase in consumers’ 
loans. In the third quarter, however, 
the increase in consumer credit was 
minimized somewhat by the shortage of 
new automobiles caused by the steel 
strike. With the expiration of the au- 
thority to regulate consumer credit on 
June 30, it was impossible for the Fed- 
eral Reserve Board to reinstate Regula- 
tion W and other controls and in Octo- 
ber and November consumer credit ex- 
panded by about $1.2 billion, with De- 
cember figures expected to show a 
further important lift. Seasonal expan- 
sion of commercial, industrial and agri- 
cultural loans after a slow start gained 
momentum. 


While in mid-September Treasury 
bills were allotted at a yield of about 
1.85% for the bills dated September 11, 
there were subsequent declines and on 
September 18 the open market yield was 
1.56%, reflecting the easing factors of 
mid-month Treasury disbursements and 
the increase in “float.” In addition the 
Federal assisted importantly in the 
Treasury's refunding operation of the 
$10.8 billion 17% certificates due 


October 1 with a fourteen months 214% 
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note. Attrition was important when re- 
cognition is given to the large holding 
by the Federal. 


The relative ease injected into the 
money market by the Federal’s assist- 
ance to the Treasury’s refunding of 
October certificates continued to be 
reflected in the short term sector of the 
list, but intermediate and longer term 
bonds showed progressive declines which 
culminated in the lows of September 29 
and represented a breakthrough of the 
lows of August 12. The $214 billion 
Treasury Tax Anticipation bills dated 
October 8 and due March 18 required 
additional reserves and member bank 
borrowings at the Federal increased 
by about $500 million to $1 billion after 
their important recession from previ- 
ous high levels. Since the Tax Anticipa- 
tion bills could be paid for through 
credit to Treasury Tax and Loan Ac- 
count and it was estimated that the 
funds would be with the banks for an 
important period, the average rate was 
1.72% against a rate of 1.83% on the 
weekly bills allotted October 9. While 
money market conditions continued 
tight, market improvement took place 
particularly on intermediate obligations, 
and this improvement was extended to 
longer term governments. As of Novem- 
ber 5 member bank borrowings from 
the Federal stood at about $1.7 billion 
but representative government issues re- 
covered from about a half point to two 
points between September 29 and No- 
vember 6. The new 2%%s due 1958 re- 
covered from 99 11/32 to 100 3/32, the 
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214s due June 1962/59 from 96 14/32 
to 97 31/32, and the 2144s due December 
1972/67 from 95 16/32 to 97 8/32, 
with the longest bank eligible issue im- 
proving from 95 24/32 to 97 14/32. 
Corporate bond prices reflected the 
better feeling in the government market. 


Good Account 


During most of November the bond 
market gave a fairly good account of 
itself in spite of increasing loans al- 
though, due largely to professional activ- 
ity, long term bonds declined in a thin 
market. Most issues withstood tax 
switches relatively well. The short term 
sector of the market was, however, 
under some pressure due to the addi- 
tional offering of $2 billion Treasury 
Tax Anticipation bills dated November 
21 and due June 19. Attesting to the 
tightness of the reserve position of mem- 
ber banks is the fact that borrowings 
from the Federal Reserve averaged about 
$1.5 billion during November. A sub- 
stantial drain on bank reserves was pro- 
duced by the lifting of currency in cir- 
culation to more than $30 billion as of 
November 26, the highest in this coun- 
try’s history. 

Continued expansion of loans and 
currency in circulation during Decem- 
ber resulted in ever higher average yields 
for bills at auction and while at mid- 
month member banks used an increase 
of $677 million in float to reduce their 
borrowings at the Federal by $730 mil- 
lion, stringent money market conditions 
continued, with the rate on the bills 
dated December 18 reaching an average 
of 2.138%. Bills for the subsequent week 
were allotted at a yield of almost 2.23% 
and these bills subsequently sold on a 
2.30% basis in the open market. The 
Federal Reserve System came to the aid 
of the market with a purchase of some 
$700 million of Treasury bills, largely 
on repurchase agreement, but it is esti- 
mated that as of December 26 borrow- 
ings of member banks from the Federal 
reached $2 billion. In part, this repre- 
sented an overborrowing to adjust posi- 
tions to enable closing the year as nearly 
as possible with no borrowings shown 
on statements of condition. As of Tues- 
day, December 30, borrowings were re- 
ported at about $1.2 billion and these 
were practically eliminated on the last 
day. Federal Reserve Bank credit under- 
went a reduction of about $500 million 
for the week ended December 30, re- 
flecting chiefly the $645 million decline 


‘in float. 


Despite the gyrations in the short 
term market, the Federal Reserve Sys- 
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tem has used open market operations 
sparingly and continued its policy of 
flexibility, recognizing that the turn of 
the year would ease money market con- 
ditions through a substantial reflow of 
currency from circulation and a sub- 
sequent decline in bank loans. The in- 
termediate and long term market was 
also left to its own devices and while the 
intermediate sector did not duplicate the 
lows of September 29, the long term 
market broke through this level. Short 
term rates, as represented by Treasury 
bills and near term governments, began 
to decline on December 30 and while 
the bills dated January 2 showed only 
a moderate decline to 2.191%, the bills 
dated January 8 were allotted at 1.986%. 
Bills of all maturities currently yield less 
than 2%, but whether this situation will 
continue will depend largely upon the 
continued reflow of money from circu- 
lation and the seasonal decline in bank 
loans. 


Intermediate anc ong term govern- 
ments as well as corporate issues were 
expected to undergo important price 
improvement after the turn of the year. 
The seasonal decline in bank loans was 
expected to provide funds for invest- 
ment in intermediate obligations by 
banks. January reinvestment demand 
would aid corporate bond prices since 
normally new emissions are relatively 
light in the early months of the year. 
There are, however. several factors 
which have injected a note of caution. 
There is a possibility that funds from 
the reflow of currency from circulation 
and from the loan decline will be utilized 
by the banks to repay borrowings at the 
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Federal. Then, too, business activity 
may be at a considerably higher level 
than originally contemplated, somewhat 
limiting the expected seasonal reduction 
in bank loans in spite of the fact that 
in the last six months of 1952 loan in- 
creases came in classifications where one 
could ordinarily expect an important 
subsequent reduction. Eventually the 
current reduction in short term yields 
may undergo reversal due to the expec- 
tation of borrowing by corporations to 
meet their March tax liability. Another 
factor in the short and intermediate gov- 
ernment market is the possibility that if 
consumer credit continues to rise for 
some further period, banks may find it 
necessary to make portfolio adjustments 
to restore their reserve positions, since 
borrowing from the Federal is looked 
upon as a temporary source of reserve 
funds. Then, too, if the banks do not 
take the initiative in reducing their 
borrowings from the Federal, the latter 
could force a reduction in these borrow- 
ings through run off of repurchase 
agreements and an increase in the redis- 
count rate. 


With respect to the long term govern- 
ment and corporate market, Treasury 
cash needs and fiscal policy are the main 
determinants as far as future prices and 
yields are concerned. If the new Secre- 
tary of the Treasury follows a course of 
competing in the capital market with 
long term issues for new money and re- 
funding purposes, the expected improve- 
ment in the bond market most likely will 
not materialize and yields may be higher 
than the present market affords. How 
much higher, will depend upon Treasury 
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cash needs, the extent of refunding into 
longer term issues and the amount of 
corporate financing which will be re- 
quired this year. Undoubtedly the ap- 
proach will take into consideration the 
business pattern and the supply and 
demand factors in the capital market. 


A AA 


Secretary of Banking on 
Pension Committee 


L. Merle Campbell, Pennsylvania Sec- 
retary of Banking and vice president of 
the Oil City National Bank, has been 
elected a member of the Pension Com- 
mittee of the Penco Pension Trust Plan. 
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~ BANK AND INSURANCE STOCKS 


REVIEW AND OUTLOOK 


EPRESENTATIVE NEW YoRK CITY 

bank stocks recorded a price ad- 
vance of 11.7% in 1952, compared with 
a gain of about 814% in the Dow-Jones 
Industrial Averages. Since the end of the 
year there has been a very slight further 
advance in prices, which now are at a 
high since September, 1931, except for 
a few weeks during February-March 
1937, when the American Bankers Index 
of 15 leading New York City bank stocks 
reached a peak only 544% above the 
very recent “high.” Thus the stocks of 
the nation’s largest banks are at his- 
toric highs—as are most other major 


equity groups. 
Factors in Rise 


The propulsive power behind the 1952 
rise were: a sharp rise in business loans, 
higher short-term interest rates, in- 
creased net earnings and larger dividend 
payments. 


Loans of a representative group of the 
larger New York City banks at the 
close of 1952 were $1.335 billion above 
the preceding year-end, up 11.7%. The 
major New York City banks made a 
particularly favorable showing during 
the customary seasonal expansion period 
—<August to the end of the year. During 
this period, credits to commercial, in- 
dustral and agricultural borrowers by 
the weekly reporting member banks in 
New York City increased by $1.1 billion, 
as compared with an average increase 
of $641 million during the same interval 
in the six preceding years following the 


end of World War II. 


This inflation of business loans, with 
the stronger trend of interest rates 
throughout the year, was reflected in a 
gain of 15.6% in the net operating earn- 
ings of 15 of the largest New York City 
banks. Eight institutions increased divi- 
dend payments during the year, abetting 
the rise in stock prices. 


Prospects for 1953 


What of the coming year? Much will 
depend upon the general trend of busi- 
ness, the monetary policies of the new 
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The author is head of Geyer & Co., Inc., 
New York City specialists in the analysis 
of bank and insurance stocks and in making 
primary markets in these securities. Mr. 
Geyer has been a frequent contributor to 
the financial press in his specialty and has 
introduced several innovations in the ap- 
praisal of insurance stocks. 


Government, and the acceleration or 
deceleration of the war tempo. 


One factor of major influence on 
commercial loans—the building or de- 
pletion of inventories—will be largely 
influenced by the prospects for a 
“stretch-out” of the armament program 
or the prospect of a “hotter” war. A 
step-up of the program unquestionably 
would inspire business and industry to 
increase inventories—and the bank loans 
necessary to carry them. Unless the 
threat of shortages appears more immi- 
nent than at present, however, business 
seems inclined to observe a cautious 
policy in 1953 which seems unlikely to 
contribute to further large rise. 


At least three other influences suggest 
that commercial loans will be maintained 
at a relatively high level, subject to 
customary seasonal influences. Studies 
of corporate working capital show that 
business liquidity has been impaired in 
recent years, and the continuance of 
high activity, high prices, heavy inven- 
tories and shortage of cash items should 
tend to maintain loans at a relatively 
high level Recent reports of slower 
collections suggest the expansion of ac- 
counts receivable, and the Mills Bill 
constitutes a further drain on corporate 
cash. 


For several months an increase in 
the New York prime rate has been 
rumored, re-emphasized in recent weeks 
with the year-end money market string- 
ency reflected in sales of 90-day Govern- 
ment bills at interest costs running up 
to 2.30%. 

If, however, the Eisenhower govern- 
ment endeavors as expected to lessen the 


dependency of the Federal Treasury on 
the short-term money market, by refund- 
ing a substantial amount of short-terms 
with longer-term issues at higher rates, 
the pressure upon short-term rates may 
be appreciably alleviated. The extension 
of maturities through longer-term obli- 
gations obviously would reduce the sup- 
ply of short-term Government paper, 
possibly precipitating an easier short- 
term market. 


The continuance, modification or 
termination of the excess profits tax may 
prove of considerable importance to the 
earnings of several of the big New York 
City banks this year. In 1952 a number 
were subject to E.P.T., and others would 
have been had it not been for carry- 
forward credits from prior years— 
which will not be available in 1953. 
Hence, even if political and economic 
developments combine to contribute to- 
ward a higher level of bank earnings 
generally, an increasing number of New 
York City banks will derive little bene- 
fit from such constructive factors un- 
less the present excess profits tax law 
is abandoned or substantially modified 
—and at least two or three institutions 
may suffer if excess profits taxes are 
continued at present rates, as the unused 
credits have been fully utilized. 


Insurance Stocks Rise Sharply 


Insurance stock prices also are his- 
torically high. The Geyer & Co. Price 
Index of 30 fire and casualty insurance 
stocks currently stands 17% above the 
1929 highs. (The Dow-Jones Industrial 
Average is 24°C below 1929 peaks.) 
During 1952 this index of 30 repre- 
sentative insurance stocks advanced 
2314%, or nearly three times the rate 
of rise (814%) recorded by the Dow- 
Jones Industrials. 


1952 has been an exceptionally good 
year for the companies writing the prin- 
cipal risks classified as “fire insurance” 
business. As a matter of fact, the last 
five years have been productive of un- 
questionably abnormal underwriting 
profit margins, except for the very large 


TRUSTS AND ESTATES 


tr iS sss sss tpn nnn ie 


oe 


th 


abl 


lar 
val 
as 

fire 
inc 


Wri 
ine 


7 
inst 
hov 
abl 
red 
tual 
ter\ 
wid 
stoc 
inst 
pro 
abo 
yea. 
all 
nex! 
bile 
abo 
alth 
in ] 
and 
leve 

Fy 
imps 
loss 
and 
over 
certé 
rates 
upor 
factc 
earn 
insu 


head 
Or 


busin 
is in 
most 
year: 
fire 


clain 


Janu 





euvittintienestedl —_ dees LCE e a 





“extended coverage” losses incurred in 
the windstorm of November, 1950. The 
companies writing fire insurance risks 
primarily have had in 1952 one of their 
most profitable years, with the largest 
line—fire insurance proper—producing 
an underwriting profit margin of about 
10% and with the second largest line— 
automobile physical damage—producing 


an underwriting profit margin estimated 
at around 8%-9%. 


Concurrently with this highly favor- 
able underwriting experience the sur- 
plus of such companies has increased 
largely through enhancement in market 
value of common stocks in portfolios, 
as a consequence numerous so-called 
fire insurance companies recently have 
increased dividend payments. This high- 
ly favorable experience—both under- 
writing and investment—has been prom- 
inently reflected in their market prices. 


Rate Reductions Loom 


The underwriting experience of fire 
insurance companies in recent years 
however has been so exceptionally favor- 
able, we raise the question as to whether 
reductions in premium rates aren’t vir- 
tually inevitable. Over the five-year in- 
terval 1948-1952 we estimate the nation- 
wide underwriting profit margin of the 
stock fire insurance companies on fire 
insurance proper at about 10%—and the 
profit margin of 1952 apparently was 
about the same. Over the last half dozen 
years, similarly, the profit margin of 
all stock fire insurance companies on the 
next largest category of risks, (automo- 
bile physical damage), has averaged 
about 13 cents on the premium dollar, 
although the underwriting profit margin 
in 1951 was only between 8% and 9%, 
and is estimated at about the same 
level in 1952. 


Fire insurance premium rates in many 
important states are predicated on the 
loss experience of five preceding years, 
and such abnormal underwriting profits 
over a protracted period seem almost 
certain to lead toward lower premium 
rates, with consequent adverse effect 
upon underwriting earnings. Two other 
factors suggest that the underwriting 
earnings of the companies writing “fire 
insurance and allied lines” are now 
headed downward: 


One is the fact that the cost of doing 
business in the fire insurance business 
is increasing very rapidly, as it is in 
most other businesses. As long as ten 
years ago all expenses of the so-called 
fire insurance companies (excluding 
claim adjustment costs and Federal in- 
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come taxes) absorbed 39.7 cents of 
the premium dollar. There has been a 
very slight increase in such costs rela- 
tive to the premium dollar in the last 
ten years, despite the fact that during 
this period the premium writings of the 
fire insurance companies increased from 
about $1 billion to well over $3 billion. 
In other words, an increase of approxi- 
mately 200% in premium writings has 
not been sufficient to reduce the relative 
cost of doing business. 


Secondly, though fire losses are 
widely publicized as being at astro- 
nomical highs, far in excess of any 
previous year, the physical destruction 
by fire has been almost unprecedently 
low—if the dollar amount of fire loss 
is modified by the inflation factor and 
the growth of the country. In 1913—for 
example—fire losses were just under 
$204,000,000 or $2.10 per capita. In 
1952 fire losses are estimated at about 
$785,000,000. Meanwhile the population 
has grown from just over 97,000,000 
to approximately 157,000,000. And very 
important—the effect of inflation; the 
American Appraisal Company Index of 
construction costs has risen 432% in 
that same period. If, therefore, the dollar 
amount of fire losses is adjusted to 
eliminate the effect of this rise in con- 
struction costs as a means of determin- 
ing the extent of physical destruction of 
property, fire losses in 1952 were only 
about 90 cents per capita as compared 
with $2.10 in 1913. The 90 cents figure 
is the lowest per capita fire loss ever at- 
tained in this country (adjusted for dol- 
lars of equivalent purchasing power) ex- 
cept in 1951, when fire losses were 89 
cents. 


Hence it is obvious that though the 
estimated fire loss of about $785 million 
last year is unprecedented in dollar 
amount, and consequently is cited to 
point up the present heavy loss by fire, 
the fact is—physical destruction by fire, 
when related to the growth of the coun- 
try, is at a very low level, and under 
many conditions may be expected to 
increase, rather than decline further. 


An important possibility that could 
go far toward nullifying this prediction 
of a decline in underwriting earnings 
over the next couple of years, among in- 
surance companies writing a large pro- 
portion of fire insurance proper relative 
to total premium income, is the possi- 
bility of a general price decline for all 
the property and goods insurance com- 
panies must buy to restore or replace 
property damaged or destroyed. The 
price index of 28 basic commodities, as 


measured by the U. S. Bureau of Labor 
Statistics, has gone down rather steadily 
for nearly two years. Thus far whole- 
sale and retail prices have shown no 
comparable decline. If commodity prices 
continue to fall, wholesale and retail 
prices seem likely to follow. To the ex- 
tent that prices decline at wholesale and 
retail levels, the average cost of settling 
fire insurance claims should be reduced 
and such lower claim costs may largely 
offset the reduced premium rates on 
fire insurance which seem inevitable. 


Earnings Rising in Casualty 
Companies 


Further improvement in the earnings 
of most casualty insurance companies is 
clearly indicated for next year—especi- 
ally in the profits of companies writing 
a relatively large proportion of auto- 
mobile bodily injury and property dam- 
age risks in relation to total premium 
volume. It is estimated that if the pre- 
mium rate levels currently in effect on 
the automobile bodily injury risks had 
been in effect and fully operative 
throughout 1951, the underwriting loss 
of approximately 6 cents on the premi- 
um dollar sustained by the industry as 
a whole on these risks would have been 
converted into an underwriting profit 
of about 10%. Similarly the underwrit- 
ing loss of 13% on automobile property 
damage risks actually incurred by the 
casualty companies in 195] apparently 
would have become an underwriting 
profit of approximately 714%, if present 
premium rates on this category had been 
operative throughout 1951. 


Broadly speaking we think the 1953 
earnings of casualty companies collec- 
tively may be on the order of 60% 
above 1952 but there will be large vari- 
ance in the degree of improvement as 
between individual companies. The 
stocks of some of these companies, at 
present prices, seem to have largely dis- 


counted the expected large improvement © 


in earnings anticipated in 1953, and the 
holders thereof must be looking into 
1954 and beyond to visualize earnings 
to justify materially higher stock prices. 


Although further increase in earnings 
in 1954 does seem likely for most casual- | 


ty companies at this time, the improve- 
ment in earnings anticipated principally 
from the automobile bodily injury and 
property damage lines may be at least 
partially offset in 1954 by lower earn- 
ings on such cyclical risks as workmen’s 
compensation, accident and health in- 
surance and certain other lines. 
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STOCK MARKET REVIEW AND PREVIEW 


BACHE & CO. 
Members of the New York Stock Exchange 


HE 1952 sTOCK MARKET had some 
5 pete swings although the narrow 
range to which the Dow-Jones averages 
were confined would indicate that the 
over-all picture was one of relative quiet 
and stability. The industrial index 
ranged from a low of 256.35 to a high 
of 292 (daily closing figures), a swing 
of 35.65 points or about 14% from the 
low point of the year. From the 1951 
closing of 269.23 to the 1952 closing 
figure of 291.90, the change was 22.67 
points or 8.4%. The rail average ranged 
from a low of 82.03 to 112.53 and the 
utilities from a low of 47.53 to 52.64. 
Even though the indexes rose signifi- 
cantly and 870 issues wound up in the 
plus column, 548 issues showed a de- 
cline at the year end, while 103 issues 
remained unchanged in price. 


Textile, drug, liquor, sugar and mo- 
tion picture stocks were the backward 
groups in 1952, while aircrafts, motors, 
electrical equipment and television stocks 
rose vigorously. Outstanding features 
of the market in 1952 would include the 
leadership of quality stocks, the gener- 
ally quiet pace of trading, the lack of 
interest in many speculative and second- 
ary issues and the impact of institutional 
buying. 


New York Central, which has been 
among the twenty most active stocks in 
twenty-two of the last thirty years, had 
the largest turnover of any stock on the 
New York Stock Exchange in 1952— 
3,038,400 shares. Among the twenty 
most active stocks, Northern Pacific 
showed the largest gain in market value 
—19 points—while National Distillers 
had the greatest price decline—115% 
points. Total stock transactions on the 
Exchange in 1952 amounted to 337,805,- 
179 shares versus 443,504,076 shares in 
1951. 


A series of peaks and valleys was 
charted last year, but in most cases, 
each dip set the stage for higher prices. 
In the first four months prices alternate- 
ly rose and declined with the market 
trending lower, with the major influence 
in this period the President’s $85 billion 
budget message, seizure of the steel mills, 
and the signing of the Japanese Peace 
Treaty. The next four months witnessed 
a steady climb from the low in May to 
an August peak. In this period, import- 
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ant influences on market action included 
the Supreme Court order voiding the 
seizure of the steel mills by the Govern- 
ment and the settlement of the prolonged 
steel strike with increased pay and high. 
er prices. 


The last four months of the year 
were the most dramatic ones. A sharp 
decline to a low level in October was 
followed by a practically straight line 
rise to the -high point of the year on 
December 31st. The highlights of this 
period were the election of General 
Eisenhower and a surge of renewed con- 
fidence. Additionally, the almost unani- 
mous forecasts of good business, well- 
maintained corporate profits and gener- 
ous dividends for 1953 helped buoy the 
market to record heights for the past 
22 years. 


The stocks comprising the Dow-Jones 
Industrial Average earned $17.20 for 
the first nine months of 1952. Final 
quarter earnings are expected to show 
better results, with the estimates for the 
full year amounting to $23.75 per share. 
At the closing level of 291.90 on Decem- 
ber 31, for the Industrials, estimated 
earnings for the year were being capi- 
talized at about 12.3 times. Year-end 
yield on the 30 Industrials was 5.36%, 
for the 20 Railroads, 5.41%; and for 
the 15 utilities, 5%. 


The current year promises to be one 
of high activity but not all industries 
will share equally in the benefits. We 
shall only touch on those groups that, 
from the January viewpoint, suggest 
higher earnings for the current year. It 
should be borne in mind in translating 
these comments to the outlook for mar- 





The groups for which higher 1953 
earnings appear to be in store: 


Air Transport 

Aircraft Manufacturing 
Automotive 

Chemicals 

Distillers 

Electrical Products 
Electronics-Television 
Finance Companies 
Food Products 
Insurance 

Natural Gas Producers 
Steel 
Textiles 
Utilities 
Utilities 


(Electric) 
(Natural Gas) 


ket action, that we are in a year of 
political transition, which will undoubt- 
edly have not only political but economic 
consequences. 


The cumulative effect of growing pen- 
sion fund requirements and institutional 
buying of common stocks will continue 
to be one of the more important influ- 
ences in cutting across the lines of the 
stable, as against the more aggressive, 
industrial groups in the economy. This 
means that many common stocks will 
continue to remain favorites, although 
the industry of which they are part may 
not be making any marked advance. 


A 4A 


Investment Company Dividends 
Belong to Income 


Surrogate Potts of Bronx County, 
New York, has reaffirmed the earlier 
cases of Matter of Byrne, 192 Misc. 451; 
Matter of Bruce, 192 Misc. 523, in 
awarding to the trust income benefici- 
ary dividends on the shares of stock 
of an investment company of the gen- 
eral management type. The case is Es- 
tate of Louis Granath, published in the 
New York Law Journal, Nov. 24, 1952, 
at page 1260. 
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Indices are based on fund operations during the period covered and are not a 
representation of future results. They should be considered in the light of the 
individual companies’ investment policies and objectives and the characteristics 






HENRY ANSBACHER LO 





and qualities of the investments of these com 


























Reference should be made to om introduc- ere 1 2 3 4 5 6 7 8 | 
tory article in July 1949 issue, outlining pur- -’ 
poses of publication and considerations in — 12/31/35— er ae SERED P - hail —*_ 
selecting stock and cost-of-living averages, ri 7 Principal : Inc. rincipal 
periods and in interpretation of data. — Principal High Low Princ. Jo Low High Prin, 
BALANCED FUNDS 
American Business Shares —_______. 1939 ars — — 100.0 pte 65.9 170.1 
Axze-Houghton Fund “A” —.....__-_->>ESE 1938 ‘iia —_ nie 100.0 pon 71.4 189.3 
Axe-Houghton Fund “B” 1938 maid — duke 100.0 haké 83.1 213.7 
ns oo 1932 103.1 171.9 72.6 100.0 3.46 60.2 164.8 
Commonwealth Investment —.__-___»_-_-_-__ 1932 106.3 168.4 64.4 100.0 3.05 73.5 199.2 
Eaton & Howard Balanced —.._______ 1932 114.5 134.7 80.0 100.0 4.27 73.6 163.1 
Fully Administered Fund (Group Securities) —.. 1938 wanes xs bios 100.0 ut. 69.4 156.6 
General Investors Trust — — --__»_-__-_-_E_E_ 1932 110.0 152.7 71.4 100.0 4.20 65.2 134.7 
EE ees eee 1940 ds = a —_ peas 73.5 151.7 
Johnston Mutual Fund - 1947 anaed —_ — aaa — — 
Nation-wide Securities** —_____ 1932 102.6 174.6 70.3 100.0 2.32 59.6 133.2 
ee I 1947 ais — — wae = — — 
Cece Panes ret 1938 << — ties 100.0 2.76 69.2 133.2 
Mutual Fund of Boston**** 1944 =e a ine i abe — 155.0 
Scudder Stevens & Clark —______________ 1928 97.4 119.2 45.7 100.0 3.25 80.9 147.7 
SEEDS ER Se 1928 105.2 143.4 69.5 100.0 2.41 75.0 154.1 
I is taiccahantinjemviowenintasnignenenin 1947 — ee ~— — mm — — 
Wisconsin Investment*** —..-.- 1939* = ‘iw itis 100.0 ute 65.1 219.4 
AVERAGE: BALANCED FUNDS — 105.6 152.1 72.0 = 3.22 70.8 161.9 
STOCK FUNDS 
I or 1939 -- _ — 100.0 —_— 50.2 224.9 
Broad Street Investing Corp. —...______. 1932 109.9 156.6 76.6 100.0 3.60 60.1 193.8 
i ee a a 1932 109.8 168.8 69.6 100.0 1.77 61.0 171.2 
Delaware Fund _ 1937 — _ — 100.0 — 76.1 172.3 
Diversified Invest. Fd. "(Diversified Fd., Inc. ‘eee 1944 oa — oe — — — 150.3 
Dividend Shares - CPs ‘ease 1932 109.0 163.2 70.7 100.0 1.88 62.1 151.9 
Eaton & Howard Stock . EE a ee Pe se 1931 107.1 147.0 74.4 100.0 3.86 62.7 182.5 
a 1943 — — — — oom — 189.4 
Fundamental Investors —__...___--_------------__- 1932 105.2 146.0 67.4 100.0 2.98 64.8 210.7 
Incorporated Investors — > 1925 103.6 165.2 80.2 100.0 2.58 63.9 219.3 
Institutional Shares (Stock & Bond Corp.) _. 1944 — oe — — — = 174.4 ae 4. 
Investment Co. of America _.._._-»>>_ 1939* — —— — 100.0 — 69.0 192.2 172.8 3.98 
Investors Management Fund —- 1931 107.7 161.3 66.8 100.0 4.27 67.7 187.9 187. 5.00 
Knickerbocker Fund _ Bd a ke SEE 1938 — — — 100.0 — 59.8 126.2 115.8 3.30 
Loomis-Sayles Mutual Fund - Bk) See: 1929 72.4 131.7 87.7 100.0 2.54 74.2 188.6 175.@ 2.66 
Massachusetts Investors Trust - Ate eas 1924 110.7 147.5 72.8 100.0 3.88 59.7 152.9 152.98 5.51 
Mass. Investors Growth Stk. Fund** eee 1934 114.2 157.0 70.3 100.0 3.31 57.4 171.3 169.8 4.06 
Mutual Investment Fund _... 1926 129.7 173.4 75.5 100.0 4.31 56.1 163.5 144,38 1.84 
National Investors _.~ Riese. ee. 1937* a ae 65.9 100.0 3.10 60.7 220.3 198.18 4.67 
National Securities — Income*** See Ieee 1940 —_ — —_ — ome 66.0 135.1 105.18 5.86 
New Eagiend Fuad — $$ 3 $___$___. 1931 117.4 159.1 70.8 100.0 2.85 61.4 145.3 145.)8 4.25 
Selected American Shares _...._- ===> 1933 123.8 178.1 80.4 100.0 3.30 60.9 172.2 152.58 5.66 
id aienpinnmncigeenryncenins 1936 — 166.6 68.6 100.0 1.78 62.5 123.4 12148 4.54 
State Street Investment Corp. _.._-_»_-»-_-_»-__>_ 1924 92.8 155.2 74.0 100.0 3.75 60.7 199.4 198.8 3.76 
Wall Street Investing Corp...» >>>» - 1946 — cee one ares ital = == 184.8 4.21 
AVERAGE: STOCK FUNDS — 108.1 158.4 73.2 »| 100.0 3.11 63.2 176.6 168.8 4.44 
90 STOCK INDEX (Standard & Poor’s) _.__ — 106.7 148.3 67.5 99.2 — 59.3 162.9 1568 — 
CONSUMERS PRICE INDEX (B.L.S.) _..__ — _— — aad © 99.6 ion 99.6 178.4 1738 — 





CALCULATION OF INDEX NUMBERS AND INCOME PERCENTAGES FOR MUTUAL FUNDS 


PRINCIPAL INDEX NUMBER indicates the change between the offering price on Dec. 30, 1939 and subsequent bid price plus all 
distributions from capital gains and other capital sources. 


COL. 1, 2 and 3 represent the figure obtained by dividing the offering prices at the stated dates less capital distributions through 
1939 by the 1939 base offering price. 


COL. 4, offering price on Dec. 30, 1939, is base index number of 100 for all companies. 


COL. 6, 7, 8, 10, 12, 14, 15, and 16 are arrived at in the following manner: To the bid prices’ at the respective dates indicated are added 
all capital distributions to such date dnd the resultant sum is divided by the 1939 base offering price. 

GOL. 19 represents the current month-end bid (col. 16 less all capital distributions) divided by the 1939 base offering price. 

INCOME PERCENTAGE includes only those dividends paid by the companies out of income earned from dividends and _ interest 
on their portfolio securities (excluding all capital distributions) . 

COL. 5, 9, 11, 13 and 17 represent a figure obtained by dividing such dividends accruing over the annual period ending with the stated 
dates by ‘the average of the twelve month-end offering prices ending on the corresponding dates. 


COL. 20 is a five year average figure which includes the percentage returns in columns 9, 11 and 17 as well as those for the two 
preceding annual periods. 
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INDEX of MUTUAL FUNDS 








No responsibility is-assumed, in so far as compliance with the Statement of Policy is 
concerned, for the empioyment in whole ore in part of this index by issuers, under- 
writers or dealers. Current income returned based on December 31, 1952 offering 








9 10 Il 12 13 14 15 16 17 18 19 20 
12/31/51 11/28/52 Last 24 mos. 12/31/52 —«| bast 12 mo. Div. %| = 1931/52 5-Yr. Avg. 
Inc. Inc Principal Invest. Cap. Prin. Less Cum. Investment 
Prin. % Prin. % Low High Principal Inc. Distr. | Cap. Distr. (Bid) Income % 
148.2 3.55 153.1 3.41 142.1 {154.2 154.2 3.41 2.54 111.3 3.95 
200.6 3.25 207.5 2.68 187.7 $209.8 209.8 2.68 5.64 164.6 3.84 
213.9 4.08 223.2 3.75 199.1 $227.1 227.1 3.73 2.49 179.3 3.76 
164.0 3.72 169.9 3.28 158.2 $172.0 172.0 3.28 5.21 140.6 3.82 
208.5 3.93 215.3 3.99 193.6 $216.7 7216.7 3.78 1.79 7181.4 4.00 
175.4 3.82 185.7 3.68 163.0 %$186.8 7186.8 3.61 2.05 7167.6 3.91 
141.9 3.89 143.4 yA | 137.4 145.8 144.4 2.97 1.61 118.6 3.85 
128.3 4.85 135.8 4.76 120.5 $136.4 7136.4 4.11 3.48 7109.4 4.99 
155.9 4.24 162.0 4.02 146.2 $164.4 7164.4 4.01 1.42 4137.0 4,21 e 
ig Py 4.26 185.2 4.30 160.0 %187.6 4187.6 3.75 2.29 7174.4 4.31 e 
132.8 3.83 141.2 4.07 127.0 $142.1 7141.8 4.05 1.31 7116.3 4.32 
154.7 3.89 153.6 3.21 141.7 158.9 155.8 3.22 1.34 144.7 4.06 e 
142.6 3.80 148.6 3.70 133.6 $150.8 150.7 3.69 2.46 127.4 4.01 
159.0 3.99 162.2 4.12 148.2 $163.3 7163.3 3.76 2.46 7141.4 3.95 e 
153.0 3.23 157.8 3.20 145.1 $160.6 7160.6 3.28 1.78 7138.4 3.60 
160.3 3.69 167.9 3.59 150.9 %$169.1 7168.9 3.58 2.24 7132.5 3.80 
185.8 3.84 194.5 3.98 171.8 $195.4 7195.4 3.82 1.48 7177.3 4.13 e 
220.8 3.56 226.6 3.95 204.1 $229.7 229.7 3.94 2.63 165.5 3.34 
164.9 3.87 | 171.0 368 | 154.1 $173.0 172.7 3.56 2.44 140.6 4.03 
194.6 4.61 204.0 4.40 180.5 %206.0 7205.0 4.18 2.28 7128.6 5.23 
5.72 198.1 4.78 208.9 4.72 176.1 YeO11H 7211.0 4.57 1.87 7173.7 5.07 
68.94.78 183.6 4.62 193.0 4.26 168.5 $198.7 198.3 4.23 2.38 162.2 4.65 
56.'9 14.46 164.9 4.04 170.5 3.26 156.4 $171.6 7171.6 3.48 3.86 7 94.9 3.79 
35.85.57 141.0 5.41 c148.1 4.94 $322 TIS27 152.5 4.91 1.91 138.4 5.56 e@ 
51.194.80 163.8 4.65 173.6 4.13 151.8 $178.0 177.3 4.11 2.58 146.3 4.46 
(81.08 °4.15 205.7 3.73 219.8 3.53 182.5 223.2 ¥223.2 3.55 2.40 7189.4 3.87 
89.95.63 210.4 4.66 227.6 4.58 189.1 4230.6 7230.5 4.49 1.29 +200.9 5.13 e 
210.'m 4.81 235.5 4.50 246.7 4.35 212.3 pt250.9 p7250.9 4.11 2.10 p7213.0 4.54 
04. 5.28 228.7 4.12 241.4 4.09 204.0 $245.7 7245.4 3.58 2.91 7194.6 4.95 
[59.48 4.74 171.6 4.00 176.6 2.53 159.5 %$180.3 180.3 2.54 3.75 141.8 4.16 e 
[72.8 3.98 188.9 3.69 195.6 3.48 1738.4 $199.5 199.5 3.47 4.39 140.9 3.96 
187.48 5.00 209.8 4.52 216.9 4.14 189.3 pt220.5 p7220.5 3.99 6.00 p7165.4 4.72 
115.18 3.30 122.0 2.70 122.2 y Ay iy j 116.6 123.4 122;7 2.78 3.63 80.4 3.59 
75.8 2.66 190.6 2.96 196.3 2.64 176.2 %198.38 198.3 2.64 3.96 134.9 2.84 
(52.98 5.51 177.8 4.67 187.6 4.46 153.8 %$191.6 7191.3 5.66 a 7181.1 5.24 
(69.18 4.06 201.2 2.48 201.6 2.70 169.4 205.9 +204.9 2.70 1.81 7164.7 3.58 
144.18 1.84 159.8 2.51 163.7 2.56 145.3 $165.3 7165.3 2.56 3.89 7136.9 3.01 
[98.18 4.67 236.9 3.52 237.2 3.56 200.6 241.9 7241.1 3.18 3.10 7187.0 4.01 
105.18 5.86 104.8 5.82 109.9 5.70 99.7 113.1 112.2 5.68 3.66 97.9 5.99 e 
145.16 4.25 155.9 3.86 161.3 3.91 145.5 $163.3 7163.3 3.90 1.79 7133.8 4,12 
152.18 5.66 169.0 4.33 178.9 4.30 153.4 $180.2 4179.6 4.09 4,29 7140.4 4.82 
12148 4.54 130.0 5.76 135.3 5.59 119.5 TIS6.7 7136.7 4.89 0.67 7112.2 4.93 
| 98.98 3.76 214.7 ¥6.10 231.0 r2.66 195.0 $244.5 244.5 r2.64 7.79 168.7 3.37 
[84.8 4.21 204.4 3.81 224.0 3.72 184.6 $226.5 7225.5 3.65 0.04 7220.8 3.79 @ 
| 68. 4.44 187.4 3.96 c196.0 8.75 |, 169.2 JI199ds 199.2 3.67 3.07 155.4 4.21 
56 — 188.8 — 198.8 — 164.3 $211.1 211.0 — — — _ 
73 — n189.1 — n191.1 — n1781.5 n191.1 — — — siomee aa 


CAPITAL GAIN DISTRIBUTION column (18) represents the percentage of distribution, if any, from capital gains or any other 


sources, for the current snnual period. 


COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the date they commence business equal to the aver- 


age of all those stock or balanced funds in existence at the time. 


* ***Not included in balanced or stock average: 


® Principal index begins after 1939 base date. ' 
Wisconsin Investment Co. balanced fund for too short a period. 


¥ Ex-dividend current month. 

t High reached current month. 

r Plus rights. 

n New series. 

p Preliminary. 

c Corrected. 

* Date commenced operation as Mutual Company. 
** Became Balanced Fund in 1945. 


Source: Direct from Companies. 


income bonds and preferred stocks. 
Column 19 for funds organized since 1946. 
****Name changed from Russell Berg Fund. 
*****Name changed from Nesbett Fund. 
******Name changed from Mass. Investors 2nd Fund. 


Affiliated Fund is leverage company, but bank loans retired 2nd quarter 1950. 
Diversified Investment & National Income are partially invested in high 
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ALVIN G. BRUSH Condensed Statement of Condition a 
airman, mertican ome 
Products Corporation December 31, 1952 T 
CHARLES C. CLOUGH th 
Administrative Vice-President uJ 
LOU R. CRANDALL p! 
President, George A. Fuller Company RESOURCES 
ae Cash and Due from Banks . . . . $ 992,561,939.67 G 
Chairman, Dana Corporation 
U. S. Government Securities . . . 805,482,859.97 
HORACE C. FLANIGAN 
ome ng mr U. S. Government Insured F. H. A. d 
a ae re a Cae re 80,165,146.58 W 
President, United States State, Municipal and Public Securities 115,564,750.65 vi 
ines Compan 
ites Stock of Federal Reserve Bank. . . 4,511,700.00 ; 
ae SNE. 3. Other Securities . . ..... 28,225,391.02 , 
‘ Loans, Bills Purchased and Bankers’ ; 
AOLINO GERLI 
President, Gerli & Co., Inc. CE sg 6 is es -waw oe 874,944,866.41 ‘ 
— lass w sslat eens 11,663,820.07 d 
Director, Phillips Petroleum Company Banking Howes . . « 1. 2 « 13,572,525.15 
OSWALD L. JOHNSTON Customers’ Liability for Acceptances 14,920,607.88 0 
Sinpeen, Thacher & Barsiecs Accrued Interest and Other Resources 7,360,933.51 . 
KENNETH F. MacLELLAN $2,948,974,540.91 a 
President, United Biscuit Company 
of America ~ 
JOHN T. MADDEN f 
Soren 5 — Industrial LIABILITIES 5 
avings Ban 
. C 
in» masuae Capital. . . . ~ $ 50,390,000.00 , 
ee Sone FS ayuioe & Surplus . . . . 100,000,000.00 : 
Undivided Profits . 20,637,733.59 ¢ 171.027.733.59 I 
GEORGE V. McLAUGHLIN iii ° 
Chairman § vs, 
rene Saacaaaend Unearned Discount, Interest, etc. . 22.240,907.58 é 
C. R. PALMER Dividend Payable January 15, 1953 . 1,763,650.00 t 


Director, Cluett Peabody & Co., Inc. 


Outstanding Acceptances . .. . 15,790,676.68 
. PATTE * abil; - 
pee Tint nation A Liability as Endorser on Acceptances | 
Coal Co. and Foreign Bills . . . .. . 9,661,791.58 
WILLIAM G. RABE Other Liabilities . . . . 2. © « 1,993,960.45 
Chairman, Trust Committee Deposits Vig! ee” eer meu 2,726,495,821.03 ( 
HAROLD C. RICHARD $2,948,974,540.91 
New York City * ] 


HAROLD V, SMITH 


President, Home Insurance Co. United States Government and other Securities carried at $138,277,361.50 are pledged to: 
secure public funds and trust deposits and for other purposes as required or permitted by law. 

L. A. VAN BOMEL f 
Chairman, National Dairy —_— oO & 
Products Corporation 

Head Office: 55 Broad Street, N i 

HENRY C. VON ELM FS) , New York City . 
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President 
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MUTUAL FUNDS AND INVESTMENT COUNSEL 


APPRAISE 1953 BUSINESS PROSPECTS 


vestment advisors and mutual fund 
managers depend upon research and ap- 
plication ‘of seasoned judgment to guide 
the management policies of their clients. 
To these executives who have made 
their viewpoints available to this round- 
up on 1953 prospects, the editors ex- 
press their thanks. 


IKE TRUST INVESTMENT OFFICERS, in- 


GEORGE PUTNAM Funp, Boston 


Our investment attitude can best be 
described as one of “cautious optimism,” 
with continued selective strength in in- 
vestment-type stocks and probably some 
broadening of market interest in the 
lower quality issues that have been 
largely neglected in recent months. I 
expect continued good business in 1953 
with some slackening in certain lines 
during the latter part of the year. 


Several things about the above line 
of thinking worry me. First, it has too 
much present company to be comfort- 
able. Second, it probably doesn’t give 
sufficient .weight to the unpredictable 
factor of market psychology. In recent 
years we have all learned again that a 
correct forecast of business activity and 
earnings doesn’t necessarily mean a cor- 
rect forecast of the trend of security 
markets. In the third place, the above 
forecasts are based on a very important 
and questionable assumption; namely, 
that there will be no important change 
in the international picture. 


Basically, common stocks still seem 
in the process of adjusting themselves to 
the great change that has already oc- 
curred in the value of the dollar. For 
some years we have felt that the stock 
market was the least inflated sector of 
our economy, and history shows that 
sooner or later in all great inflations the 
prices of common stocks tend to adjust 
to the changed value of the currency. 
The election of General Eisenhower in- 
troduces another very powerful long- 
term force. This change most certainly 
adds greatly to people’s confidence in 
the worth of their investments in Ameri- 
can industry and also in the value of 


the dollar. 


In general, I am attracted to those 
industries and companies where the out- 
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look is for reasonably well-sustained 
earnings, such as the rails, utilities, 
electrical equipment, chemicals, televis- 
ion, and natural gas. Probably we should 
continue to favor the leading institution- 
al type of stock. However, it seems to 
me that there are many good medium 
quality issues selling out of line in the 
present market which provide very at- 
tractive income returns. 


Since 1946 bond prices in all im- 
portant countries have been in a de- 
clining trend, and of course the same 
applies to high-grade preferred stocks. 
The decline in this country has been 
much less severe than in most other 
countries. For example, the undated 
214% British Consols are currently 
selling at 58, off 40% from their 1946 
high! If financial history is any guide, 
we should expect the decline in bond 
prices to continue for some years to 
come, with of course the customary 
temporary interruptions. However, with 
this country’s strong creditor position 
and the rapid growth of institutionalized 
savings, it may be that this trend will 
not run as far as history indicates. 

Charles M. Werly 
Trustee 


STUDLEY, SHUPERT & Co., INC., 
Boston-Philadelphia 


We think that the uptrend in interest 
rates which has been under way since 
1946 will continue throughout 1953. In 
that year the Treasury Department faces 
the colossal task of refunding maturities 
of marketable obligations exceeding $57 
billion. Considering that another $37 
billion of marketable Treasuries matures 
in the 1954-57 area, there is going to 
be no dearth of Treasury offerings for 
the next five years. The largest possible 
portion of this refunding should take 
the form of long-term, non-bank issues; 
and one has to be quite naive to suppose 
that this can be accomplished without 
offering important yield inducements. 


There is nothing in sight that makes 
us suppose that earnings of most corpo- 
rations before taxes will increase in 1953 
over 1952, although possible tax reduc- 
tions would benefit net earnings and thus 
soften the effects of diminishing defense 
spending. The big question, as we see it, 


is whether or not civilian demand for 
goods will be able to take up the slack 
resulting from reduced military demand, 
having in mind the enormous increase 
in productive capacity in the last few 
years. Faced with these uncertain condi- 
tions, it seems to us that trustees should 
exercise restraint and caution in mak- 
ing stock purchases in 1953. with pri- 
mary emphasis upon quality and with 
a critical appraisal of the dependability 
of current dividends. 


DreyFus Funp, INCORPORATED, 
New York City 


Current indications are that businéss 
will continue on a high plane. Corpora- 
tions and municipalities are going ahead 
with plans for capital expenditures 
which, with the sustaining of armament 
production schedules, should keep em- 
ployment and take-home pay at a high 
level. 


Within the over-all structure there will 
be air-pockets brought about by over- 
production, inventory and price adjust- 
ments or strikes in individual industries 
such as took place in the textile, floor 
covering, steel and other industries in 
the past year. 


The monetary advisers to the incom- 
ing administration apparently consider 
as one of their first objectives a more 
equitable spacing of the maturities of 
the national debt. This means lengthen- 
ing out maturities at interest rates suffi- 
cient to attract the individual investor. 
Under these circumstances with a con- 
tinuing demand for new money it is 
hard to visualize any more than a tem- 
porary reversal of the current downward 
drift in the high-grade bond market. 


The tremendous increase in demand 
for equity investments for the account 
of pension and profit-sharing plans and 
other fiduciaries has had a marked 
effect on the stock market. It is evident 
in the continued advance in prices of 
the common stocks of our leading cor- 
porations. As new money is available 
it is put to work with little consideration 
for minor market swings. We look for 
this trend to continue with relative em- 
phasis on better grade common stocks 
until the spread in yields between high- 
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grade bonds and stocks has narrowed 
materially. As the spread narrows, insti- 
tutional investors will gradually revert 
to more conservative bond investments 
and the stock market will become in- 
creasingly more selective. 


The present bull market dates from 
June 1949. In its early stages the rate 
of advance was relatively steep (Dow- 
Jones Industrial Average up 50% to 
January 1951, Barron’s Low Priced 
Stock Index up 80%) partly because 
margin requirements of 50% enabled 
the speculator to generate additional 
purchasing power as prices advanced. 


When margin requirements were in- 
creased to 75° in January 1951 the 
speculator ceased to be an important 
factor. Customers’ debit balances have 
since remained unchanged while free 
credit balances have decreased by ap- 
proximately 25%. Another indication of 
the investment character of the stock 
market during the past two years is 
the divergent action of investment stocks 
(Dow-Jones Industrial Average up 
19%) against speculative stocks (Bar- 
ron’s 20 Low Priced Stock Average un- 
changed). 

Common stocks must continue to 
look to investment demand for their 
support. As long as the outlook for 
general business and corporation profits 
remains favorable, this should be sufh- 
cient to sustain selectively higher stock 
prices with interest picking up some- 
what in the secondary issues as the 
yield on investment stocks more nearly 
approaches the yield on high-grade 
bonds. 


John G. Nesbett, Vice President 


COMMONWEALTH INVESTMENT Co., 
San Francisco 


As the year closed economic activity 
was at the highest level since World War 
II. A consideration of all factors yields 
the conclusion that 1953 will probably 
be about like 1952 with defense ex- 
penditures somewhat larger. The out- 
look for construction and expenditures 
on plant and equipment indicates that 
these important factors will closely ap- 
proach 1952 levels. Under these cir- 
cumstances it is probable that employ- 
ment and consumer incomes will re- 
main large. 

Some reservations partially hedge this 
forecast. National defense expenditures 
now amount to 15% of Gross National 
Product and are a vital bulwark to the 
economy. Regardless of one’s views as 
to their necessity, their maintenance, in- 
crease, or reduction are determined po- 
litically. We think that defense expendi- 
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tures will continue large, but we reco- 
gnize the possibility of their being re- 
duced in response to Soviet propaganda 
which could influence both domestic and 
Western European sentiment regarding 
military spending. We call attention, 
also, to the prospect for reduced foreign 
trade, to declining commodity prices, 
and to the tighter private credit position 
as factors to bear watching, lest we go 
too far in extending the current favor- 
able trend. We are not able to predict 
whether the first half or the second half 
of 1953 will be the better business pe- 
riod. 


We anticipate that profits will be a 
little lower than in 1952. This rests on 
the assumption that competitive market- 
ing conditions will not permit increased 
costs to be passed on in full via higher 
prices. This seems likely even in the 
event of elimination of the Excess Profits 
Tax, even though such elimination may 
materially benefit the earnings of certain 
industries. Industries depressed during 
1952 and now experiencing recovery 
should improve their profits. Some will 
benefit in the event of price control re- 
moval. Defense producers whose plants 
have recently passed the costly make- 
ready stage should prosper. 


We believe that 1953 will be a good 
year in which to own stocks, because 
we believe that business activity, earn- 
ings, and dividends will be favorable 
influences. We think there is room for 
a more conventionally higher valuation 
of earnings and dividends than has been 
the case in the post-war years to date. 


Industry preference selections carry 
the risk of overplaying the popular to 
the detriment of neglecting consideration 
of value. Moreover, they frequently do 
not allow for suitable portfolio repre- 
sentation of some temporarily unpopu- 
lar groups which deserve a certain min- 
imum investment at almost all times 
from a practical long range standpoint. 








With these considerations in mind our 
current industry preferences in alpha- 
betical order are aircraft manufacturing, 
auto, chemical, electrical equipment, 
electric utility, natural gas, oil, paper, 
railroad, rubber, steel and tobacco. A 
suitable proportionment of investments 
among these industries could provide 
adequate diversification and opportunity 
for good results with respect to capital 
and income return. It should be empha- 
sized that these preferences are current 
and may well be altered under changing 
conditions during the coming year. 


S. Waldo Coleman, President 


Tri-CONTINENTAL Corp., New York 


Change in the Federal administration 
in Washington seems to mean a change 
in the attitude of the government to- 
ward business, the effect of which has 
become apparent in the stock market. 
Enhanced confidence will undoubtedly 
tend to maintain business operations in 
the coming year and to encourage in- 
vestment. 


The main aspects of the national econ- 
omy in 1952 may be expected to persist 
in 1953. Though the uncertain fate of 
military operations will be a factor, the 
garrison state in its main characteristics 
will continue. Business operations will 
again be largely dominated by arma- 
ment production, capital investment, and 
construction operations. The high taxes 
and large spending of the preparedness 
program must be continued, though 
some reduction in taxes has been made 
more likely by the results of the elec- 
tion. The sharp inflationary price move- 
ment, checked in 1952, is unlikely to 
be resumed unless the war situation in- 
tensifies. 


Governmental expenditure for arma- 
ment purposes may not rise a great deal 
farther, but will continue high during 
the year. Something can undoubtedly 
be done toward more efficient spend- 
ing, but just how much can be squeezed 
out is not yet clear, especially should the 
impact of new policies intensify military 
operations. The effort of the new ad- 
ministration toward economy may be 
limited by the commitments already 
made. 


Careful surveys now indicate plans for 
large capital expenditures and a con- 
tinued demand for construction in 1953, 
though the latter has shifted somewhat 
in its objectives. For business opera- 
tions as a whole, it is clear that our 
prosperity has now lasied for a long 
time judged against past periods of great 
activity, and that many of the urgent 
demands of the economy have been sat- 
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ished. But the greater confidence may 
now add some buoyancy to the situa- 
tion and there still is room for increases 
despite the pressure of military demands 
upon manpower. A steadily rising rate 
of operations is not, of course, to be 
expected, and maximum production 
levels are unlikely to be steadily main- 
tained throughout 1953, but an active 
year is clearly in prospect. It may be 
added that the impact of unexpected 
events here or abroad may well be more 
severe because of the military and in- 
ternational political situation, as well as 
the long-continued high level of busi- 
ness. 


Elections abroad have _ generally, 
though not everywhere, taken a con- 
servative swing, climaxed by our own 
election. Important improvement has 
recently been evident in Great- Britain, 
and the wide-spread textile industry has 
experienced a world-wide improvement 
that is having a salutary effect in such 
countries as Australia. In _ general, 
greater confidence is beginning to ap- 
pear as recovery from the 1951-1952 
international slump has become evident. 
Thus the near time factors appear in 
some directions favorable, and form at 
least a favorable augury for 1953. 

Francis F. Randolph 
Chairman of the Board 


) Lorp, Apsett & Co., New York 


We believe that the rapid advance in 
commodity prices and the sellers’ mar- 
ket in consumer durable goods, which 


| was especially pronounced in the latter 


part of 1950 and in the early part of 
1951, are ended for the time being. We 
seem to be returning to a situation in 
which supply and demand are in a better 
balance than has existed since the be- 


ginning of World War II. 


The securities we favor to meet this 


| different and, in our opinion, healthier 


} condition are largely stocks in the bank- 


| ing, container, drug, electric light and 


| classifications 


| power, food, natural gas, store, tele- 
| phone, and tobacco industries. In the 


past year most of the companies in these 
fared relatively well. 
Many, particularly the electric light and 
power companies and the banks, are 
reporting a gain in earnings in 1952 
over 1951. In our judgment, these stocks 
are relatively attractive for the year 


ahead. 


DeLawarE Funp, Inc., Philadelphia 


I believe that the election of General 
Eisenhower should add at least 2 to the 
figure by which earnings are multiplied 
to arrive at stock prices. 
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If there is a single word which gives 
the key to the success or failure of 1953 
from a business and economic point of 
view, that word is “production.” Pro- 
duction, on a continuing and increasing 
scale, can assure our strength in a dan- 
gerous world, can prevent a resumption 
of runaway prices, can continue to raise 
our standards of life and health, can 
underwrite our freedom. 


Steel, our most basic industrial com- 
modity, can flow from our expanded 
mills at a rate of 325,000 tons per day. 
If we fail to turn out this entire amount 
in 1953, it will probably be at the ex- 


pense of the older and less efficient units, 


so that the productivity per man (as 
distinguished from total national pro- 
duction) will probably be the highest 
on record. 


An increasing proportion of our huge 
electric power capacity is in modern 
post-war plants, where, again, the pro- 
duction of power per employee, and per 
ton of fuel, is at a more efficient level 
than ever before. 

Despite the boom times of the past 
few years, one other necessary ingredi- 
ent has been missing. Let’s call it confi- 
dence—but not a soft confidence that 
the future or the government will take 
care of us; rather, a confidence that 
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enterprise and self-reliance will not be 
unjustly hampered or deprived of their 
rewards. Such confidence can vitalize 
the tools and the brains we now have, 
and utilize them for the good of all. 
Such confidence has been advancing like 
a tide since the November election. The 
stock market, our most sensitive indica- 
tor, has reflected it. 


In the market, people are accustomed 
to appraise the level of a security by the 
“number of times earnings” at which it 
is priced. Earnings remaining the same, 
this multiple determines the course of 
the stock market, and accurately reflects 
people’s confidence in the stability or 
continuance of those earnings. The mul- 
tiple has not been high in recent years. 
Enthusiasm and faith in the new ad- 
ministration being what it is, is it too 
much to expect that “Eisenhower will 
be worth an additional two times earn- 
ings?” 

D. Moreau Barringer 


Eaton & Howarp, INc., Boston 


Psychology has a very important in- 
fluence on the business outlook. In our 
opinion, business psychology has im- 
proved greatly since the elections. Busi- 
ness will no longer be the political whip- 
ping boy. We believe that profits will 
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be revered and not condemned. We an- 
ticipate that certain specific “problems 
affecting individual industries will be 
solved. For instance, the oil industry 
can look forward to a settlement of the 
Tidelands issue. We hope that the Nat- 
ural Gas Act of 1938 will be clarified 
and the Federal Power Commission will 
be reconstructed with attendant benefits 
to the natural gas and the oil industries. 
We trust that the Department of the 
Interior will no longer drive toward 
socialized power and that good business 
for electrical equipment manufacturers 
will follow. 


1953 should see the end of the puni- 
tive and uneconomical excess profits 
taxes. Burdensome and restrictive price 
controls should disappear. 


We recognize that this hopeful pattern 
is staged against a foreign backdrop 
that is ominous. Recently industry has 
had the benefit of tremendous defense 
spending as the country moves closer 
toward a garrison state economy. 


As a whole, the country has enjoyed 
full employment and a high rate of in- 
dustrial activity for a dozen years. We 
foresee a lower level of general building 
activity which will affect not only this 
industry but many others. Family forma- 
tion is expected to decline over the next 
few years, and this will tend to bring 
about a lessened demand for important 
household furnishings and products. 


We believe that the equity security 
markets have not yet completely read- 
justed themselves to a depreciated cur- 


rency that will remain depreciated. We 
have not favored long-term, low-coupon 
bonds. We have maintained a position 
in good-grade preferreds where the in- 
come appears to be more than commen- 
surate with the risk involved. 


In the common stock portion of the 
portfolio, we have followed a conserva- 
tive course concentrating above all on 
strong companies with top-grade man- 


agement. We strive to hold equities | 


where the price of the stock appears 
reasonable in relation to other invest- 
ment opportunities. In our selection of 
equities, we are mindful of the beneficial 
effect on net earnings of the elimination 
of excess profits taxes and the ending 
of price controls. At the same time, 
we hold stocks of companies that are 
expected to show better than average 
resistance to any recession. 


We hold substantial amounts of banks 
and insurance companies. We hold pub- 
lic utilities’ equities as sound income 
producers. We feel that tobacco com- 
panies and chain grocery companies can 
be included in conservative portfolios. 
Aircraft companies seem assured of a 
large volume of business. 

We are not departing from the policy 
of holding some aggressive growing 
companies and believe that a diversified 
portfolio should have investments in 


the chemical, oil, electronics, and elec- tin, 


trical equipment issues—companies in 
industries that are moving ahead 
through the creation of new products 
and new markets through research. 


Charles F. Eaton, Jr., President | 
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InvEsTORS MANAGEMENT Co., INC., 
Elizabeth, N. J. 


Business generally has for the past 
year and more been under the influence 
of government spending for rearmament 
and world-wide defense. Present inter- 
national tensions are not apt to lessen 
sufficiently to permit further substantial 
reductions or stretch-outs in production 
schedules now planned by the armed 
forces. Appropriations for military ex- 
penditures already made, therefore, will 


| be felt in the business world during 


1953 and result in a generally high level 
of activity and in a relatively high na- 
tional income. 


Assuming no further major interna- 
tional incidents as 1953 progresses, a 
leveling out of military expenditures, 
followed by a gradually declining trend, 
could well occur. Because of this, there 
appears the prospect of some reduction 
in present high tax rates as well as the 
elimination of certain controls which 
tend to restrict normal corporate activi- 
ties and profits. Price and wage controls 
are scheduled to expire on April 30, 
and the excess profits tax on June 30, 
1953. The amelioration or elimination 
of these laws would benefit the net earn- 
ings of a great many companies and, 
in many instances, would off-set or more 
than off-set the effect of possible declines 
in gross revenues. 


The national economy will have a 
strong sustaining prop in a continued 
high level of expenditures for new con- 
struction and for new plant and equip- 
ment in 1953 if the present forecasts of 


v 
Keystone 


Custodian 
F unds 


government and independent economists 
materialize. 


Long-term interest rates have contin- 
ued the modest rise begun in 1951. If 
present policies of the Federal Reserve 
Board and the Treaury continue, it 
would appear that long-term rates will 
be firm with perhaps a slight tendency 
to rise. 


Equity securities on the average, not 
having been over-exploited, are in a 
healthy position. An above average 
spread in yield, although not as large 
as in recent years, continues to exist in 
favor of good-grade stocks as against 
high-grade bonds. Also, stocks in gen- 
eral continue to sell at a moderate capi- 
talization of earnings, and dividends 
are well covered. 


With respect to individual industries, 
it would appear that the continued 
growth in the demand for petroleum and 
its products places this industry in a 
relatively strong position. The utility in- 
dustry is planning further substantial 
expansion of its facilities which indicates 
an expectation of continued growth and, 
as a corollary, the companies which 
supply the electrical equipment needed 
for this expansion should do well. 


Individual companies within these in- 
dustries, together with a great many 
companies in other industries, must be 
studied critically to ascertain the effect 
in each case of the volume and trend of 
defense orders, applicable commodity 
price trends, inventory position in the 
industry, the import of a relaxation of 
controls, a reduction in income taxes 
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and other factors. In view of the pros- 
pect of many changes in national poli- 
cies and economic trends, day to day 
supervision becomes a paramount ne- 
cessity. Under most any set of assumed 
conditions, certain securities become at- 
tractive. The problem continues to be 
one of correctly determining the condi- 
tions under which we shall operate. 
W. Emlen Roosevelt, President 


Hucu W. Lone & Co., INc., 
Elizabeth, N. J. 


Not many things can be changed in 
a hurry but most businessmen feel that 
a more cooperative attitude can hence- 
forth be expected from the Federal gov- 
ernment. 


It is too early to know whether or not 
the new Administration can reduce or 
curtial defense expenditures sooner than 
presently anticipated or to know whether 
or not the Federal budget can be prompt- 
ly and effectively balanced. Immediate 
and sharp reductions in expenditures 
will be difficult to realize but it is con- 
structive that the new Administration is 
desirous of eliminating waste and un- 
necessary controls, of providing more 
competent administration of govern- 
mentally regulated businesses, and of 
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working towards both a balanced budget 
and reduced taxes. 


The industries that went through ad- 
justments in 1952 seem unlikely to en- 
counter any substantial problems during 
the year ahead. Certain other industries 
may have readjustments in 1953, but 
ro major decline in business appears to 
be immediately in the offing, despite 
numerous predictions that a recession is 
just around the corner. 


This economy is in a long term 
growth trend. Over the next ten years, 
there will be a further large expansion 
in the production and service facilities 
of American business. A rising popula- 
tion trend will be one reason. Another 
will be technological developments 
which will mean new products, new 
processes and new plants. For example, 
present day vacuum tubes, the back- 
bone of the electronics industry, may 
be supplanted by the recently developed 
transistor. Use of this miniature part 
may require that all other components of 
electronic devices be redesigned in min- 
iature. The whole complexion of certain 
electronic manufacturing operations may 
be changed. New machines will have to 
be designed and built to assemble parts 
which will be too small for human 
hands to work with effectively. 


Industrial research will be searching 


continually for means to offset increas- 
ing costs of doing business. As new 
mechanisms are devised to reduce waste, 
improve quality, and cut down man- 
hours of labor in industrial production, 
these new devices will be installed. This 
means that money will continue to be 
spent by industry on more efficient 
plants as the pressure for higher wages 
and more leisure time increases. 


T. J. Herbert, Vice President 


Wait Street INvEsTING Corp., 
New York City 


The new administration may find it- 
self on the horns of a dilemm ., with, 
on the one hand, the desire te :ontinue 
prosperity and, on the other, the wish 
to reduce Government spending, balance 
the budget, and restore confidence in 


the dollar. 


I believe that campaign tax pledges 
will be sustained and that the Congress, 
guided by the new administration, will 
paint with a broad stroke. The excess 
profits tax expires automatically on June 
30, 1953. The last 10% increase in in- 
dividual rates expires automatically on 
December 31, 1953. The last increase 
in excise taxes expires automatically on 
March 15, 1954. All of these will take 
place as scheduled and in spite of these 
reductions, the budget will be balanced. 
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One of the reasons for the high level 
of business activity since the end of the 
War is the large amount of capital for- 
mation. Can the current rate continue? 


A survey recently prepared by the 
Federal Reserve Bank of Philadelphia 
suggests that in its area, factory building 
and equipping (excluding the great 
Fairless Steel Mills), will continue at 


last year’s levels for some time to come. - 


There are few tangible signs of a down- 
turn as yet. Nevertheless, in some in- 
dustries the post-war peak of factory 
building has already been or will be 
passed before the end of next year. These 
may include the chemicals, steels, and 
the shipbuilding industry. Expansion of 
electric utility generating and distribu- 
ting facilities will last for several more 
years. Aircraft building will continue at 
a high level. Road and school construc- 
tion will continue to grow, and growth 
will accelerate when the shooting war 
in Korea is ended. More shopping 
centers in suburban communities will be 


built. 


The marriage rate is beginning to 
reflect the low birth rate of the 1930's. 
As a result of smaller family formation, 
residential construction should begin to 
decline. Enough housing units have been 
built since the end of the war to take 
care of doubling up, population growth, 
and changes in location, such as the 
trend to the suburbs. Nevertheless, it is 
believed that residential construction 
will continue at a relatively high level 
because of the revolution in housing 
design and financing. 


With no credit restrictions and no 
steel shortage, there are indications that 
1953 will be a very good automobile 
year in volume. The major companies, 
as well as some of the minors, are gird- 
ing themselves for a war which should 
result in the sale of a very good number 
of cars. Perhaps equipment makers will 
benefit more than the auto companies 
because they will have the advantage of 
high volume without the tendency to 
narrow margins which may be necessary 
to obtain all the car volume desired. 


Certain industries are unmistakably 
beneficiaries of the new political atmo- 
sphere. One of these is the tobacco in- 
dustry. At the present time it is suffer- 
ing from three Government inflicted im- 
pediments: 


1) Raw material prices are controlled 
through crop quotas, which limit the 
supply as well as price support and loan 
operations. 


2) Federal Excise taxes on cigarettes 
are heavy. 


TRUSTS AND ESTATES 
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3) Cigarette prices are controlled by 


> the O.P.A. It is generally believed that 


in a free market wholesale cigarette 
prices would rise sufficiently to permit 
profitable operations on the part of 
processors without curtailing industry 


) production. 


Re ee ns 


—enctaoie 


| built-in inflation: 


All three of these restricting influences 
may be lightened in a freer, more toler- 
ant economy. 


The rapid growth of TV sets fits right 
into the pattern of suburban living. Al- 
though the outlook for the sale of tele- 
vision receivers is, therefore, bright, 
profit margins may be narrowing a little 
as a result of the great competition in 


the field. 


The 50% post-war increase in the ju- 
venile population should be watched 
closely: there is a vastly increased mar- 
ket for toys, phonograph records, soft 
drinks; chewing gum and candy bars, 
athletic gear, dancing lessons, cowboy 
costumes, juke boxes, ice skates, and 
bicycles. 

A disturbing trend is the rapid rise 
in consumer credit outstanding since the 
removal of restrictions in May 1952. 
This expansion has been concentrated 
in instalment credit, and the ratio of 
credit to expenditures for durable goods 
has risen rapidly — particularly since 
September — and has reached prewar 
levels. Real estate mortgages are also 
rising very rapidly. This increase in 
consumer debt constitutes a sort of 
but it must be re- 


| membered that the stimulating effects 


inno net R a tne RM atl Ok amt el 


resulting from loans occur in the year 
in which the loans are made while the 
deflationary effects of interest and amor- 
tization last for many years thereafter. 


The objectives of attaining a balanced 
budget and a sound dollar, and con- 
tinuing prosperity are conflicting. In 
the long run, the former will aid and 
abet the latter, but in the short run a 
return to soundness will jar the econ- 
omy. Just when such an event is likely 
to occur is pure guesswork, but 1953 is 
a highly probably time. Several straws 
in the wind, such as very poor attend- 
ance at motion picture theaters and dis- 
appointing retail sales, suggest that there 
are some imbalances in the economy 
today. Declining wholesale prices are 
already squeezing farmers’ profits and 
since prices received by farmers have 


declined further and faster than prices. 


paid by them, this segment of the com- 
munity is suffering from declining net 
income. Businessmen’s plans can be 
altered very quickly. A sudden change 
in the international outlook, such as 
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a SS 


peace in Korea, which is more of a 
prospect now than it has been in many 
months, might cause cutbacks of sub- 
stantial proportions in inventory ac- 
cumulation and factory equipment plans. 
Declines usually take place suddenly 
and unexpectedly and the possibility of 
such a development, which might well 
be healthy and wholesome in the long 
run, should not be ruled out for 1953. 
John H. G. Pell 


NATIONAL Securities & RESEARCH 


Corp., New York 


Larger corporate earnings and record 
dividend disbursements should provide 





sound support for stock prices in 1953. 
Net earnings of all U. S. corporations 
are expected to rise to about $18.5 bil- 
lion, which would compare with esti- 
mated earnings of about $17.5 billion 
for 1952. Dividends are expected to rise 
to a new peak of $9.5 billion, up from 
the previous record of $9 billion attained 
in 1950 and 195] and believed equalled 
in 1952. (Figures for 1952 are estimated 
from reported data for most of the 
year. ) 


While no miracles are expected of the 
new Administration in its first year of 
operation, Republican plans to end in- 
jurious price and wage controls, cut 
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taxes-as soon as possible, retain the 
Taft-Hartley Act and encourage private 
enterprise in many other ways should 
generate business confidence and wider 
profit margins. Business volume mean- 
while will be sustained by rising mili- 
tary expenditures, increased consump- 
tion expenditures, and large outlays for 
plant, equipment and constructions of 
all kinds, although the latter may fall 
short of the all-time records established 
in 1952. 


Regulated industries, such as the rail- 
roads, the public utilities, and particu- 
larly the natural gas companies, will 
benefit from improved rate-making pro- 
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cedures. Oil companies will benefit from 
settlement of the tidelands dispute, and 
rapidly growing industries will benefit 
from modification or termination of the 
Excess Profits Tax. 


Other favorable factors are (1) the 
greater efficiency of recently installed 
plant and equipment, facilitating larger 
output at lower unit cost; (2) increased 
availability of raw materials, assuring 
a more economic scheduling of produc- 
tion; and (3) a healthy inventory posi- 
tion. These developments, combined 
with those mentioned previously, should 
more than offset the deflationary effect 
of moderate reductions in private capi- 
tal outlays. 


A moderate decline in the prices of 
U. S. Government securities is forecast 
for 1953 as the financing requirements 
of the Government increase and the new 
Administration’s fiscal authorities adapt 
their offerings to the needs of the market 
instead of relying on Federal Reserve 
support. Municipal and high grade cor- 
porate bonds will reflect these trends, 


as will high grade preferred stocks. 


Distrisutors Group, Inc., New York 


Our analysis has pointed out the de- 
sirability of selecting stocks of compan- 
ies which possess a high combination 
of these factors: 1. An ability to in- 
crease or at least maintain unit output. 
2. An ability to increase or maintain 
price of the product. 3. To be in a posi- 
tion to benefit from the reduction or 
elimination of E.P.T. 


Our country’s growing population is 
the basic growth curve on which to 
plan an investment management pro- 
gram. The stock market, being a reflec- 
tion of economic growth, tends to move 
upward with the population growth, but 
in a much more gyrating fashion as it 
reflects the periodic over-expansion of 
our productive capacity in relation to 
our growing population. 





EATON & HOWARD — 
BALANCED FUND 








There are several historical signs 


which indicate that we are gradually J 
working our way into one of those | 


periodic over-expansion business phases; 
as a result, this is a good time to have 
a sizable buying reserve until the “clear- 
ing,” but still foggy “smoke screen” 
of election year 1952 clears some more. 


Thus, while currently we intend to 


confine our purchases as much as pos- | 


sible to the high quality type of stocks 

which “hug the total population” growth 

curve, we still feel that all investors at 

this time should have around half of 

their investible assets in good, sound, 

dividend paying common stocks for 
long-term investment. 

Harold X. Schreder, 

Executive Vice President 

in Annual Review and Forecast 


A A A 


New England Trust Conference 
The 19th New England Trust Confer- 


ence, sponsored by the Corporate Fiduci- 
aries Association of Boston, was held 
in that city on December 12th. Follow- 
ing President Allen Potter’s opening 
remarks, Foster W. Doty, president of 


the Union Trust Co. of Springfield, [ 


spoke on “Jnadequacies in Trustees’ 
Compensation.” Then came an address 
by Charles C. Cabot of the firm of 
Herrick, Smith, Donald, Farley & Ket- 
chum, on “Discretionary Powers in 
Trust Instruments.” 


An investment panel discussion occu- 
pied the second half of the afternoon’s 
program, the participants being: James 
J. Faggiano of Old Colony Trust Co.., 
John Lowell of Boston Safe Deposit and 
Trust Co., Chenery Salmon of Merchants 
National Bank, and E. Linwood Savage 
of New England Trust Co. 


The dinner speaker was William H. 
Edwards of the Providence law firm of 


Edwards & Angell. His topic was “The § 


Lawyer Looks at the Corporate Trustee.” 


EATON & HOWARD 
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COMMON TRUST FUNDS PASS BILLION 


RUST ASSETS MANAGED in Common 
Trust Funds throughout the nation 
have increased in ten years from $60.4 
million to over a billion dollars, reckoned 


3 as of the various annual report dates 


in 1952. Annual reports already in hand 
in a nationwide survey made by Trusts 
anD EsTaTEs show $815,414,116 in dis- 


cretionary type funds and $196,317,947 


in ‘legal’ or restricted funds, for a grand 
total of $1,011,732,053. Conservative 
estimates of unreported funds based on 
last year’s principal plus the average per- 
centage of increase would add another 
$23 million. The corresponding figure 
for 1951, including all funds in opera- 


§ tion at the end of that year, was $819,- 


365,160. Since the report dates range 


# all the way from January 31 to Decem- 


ber 31, the total volume taken simul- 
taneously at the year end would be still 
larger. 


A decade ago there were only 20 
Common Funds in the United States. As 
of the end of 1952 there were 137, of 


| which 35 were legal and 102 were dis- 


 cretionary type. Five of each kind were 


added during the year. These 137 funds 
are managed by 111 banks and trust 


| companies located in both large and 


small cities in 27 siates and the District 
of Columbia. 


Size and Number of Accounts 


The Federal Reserve Board rulings, 
which raised the maximum permitted for 
any one trust from the original $25,000 
to $50,000 in 1945 and $100,000 in April 
1951, have naturally been followed by 


9 the growing size of individual partici- 
7 pations. Trustees have been able to in- 


vest in common trust funds additional 


} amounts from accounts already partici- 
| pating, as well as to include totally new 
7 accounts. The average size of individual 


participations ranged in 1951 from 


) $4,444 to $36,729. In 1952 the spread 


was greater, running from $4,462 to 
$40,757. Three quarters of the funds, 
however, still have average participa- 


tions of under $30,000. 


Nearly fifty thousand individual trust 
accounts are now included in the 137 
common trust funds, five thousand of 
them having been added to the list in the 
last year. This number of people being 
served, and the size of the average par- 
ticipation, indicate real advancement to- 
ward the original purpose of providing 
an investment medium which could make 
available to small and medium sized 
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we, 


accounts a much wider portfolio than 
any one such account could possibly 
hold. The measure of added safety or 
improved income must inevitably vary 
with the individual account, while 
economies for the trustee are usually 
possible after the initial stages are 
passed, but general satisfaction on the 
part of beneficiaries and trustees alike is 
indicated by the growth in volume of 
principal and number of participants. 


Comparison of Portfolios 


The balance of portfolios in the dis- 
cretionary type funds has not changed 
markedly between 1951 and 1952. Bonds 
in the former year were held in per- 
centages (of total portfolio at market, 
as of the annual report date of each 
fund) varying from under thirty to over 
sixty. Half of the funds (52%), how- 
ever, held them in proportions varying 
only between 35% and 50%, three 
quarters of that group being in the 40% 
to 50% bracket. Of 74 bond-holding 
funds whose 1952 reports are in hand, 
54% are again between the 35% to 
50% bracket. 


Common stocks are held in approx- 
imately the same range of proportions. 
In 1951, 70% of the discretionary funds 
held equities in percentages running 
from 35% to 55%, two thirds of this 
group holding between 40% and 50%. 
Of 77 common stock holding funds al- 
ready reported for 1952, 69% are in- 
cluded between the 35% and 55% 
limits, half of these holding between 
40% and 50%. 

Among the funds which include pre- 
ferred stocks, 78% had proportions un- 
der 15% in 1951, and in the past year 
75% (of 68 funds) held like amounts. 


A special study of 66 funds established 
long enough to have reported in 1951, 
and whose 1952 reports have been re- 
ceived, show the following composite 
portfolios, comparing the two years. 
This group represents both large and 
small funds, and all parts of the country 
where funds have been established. 


DIVERSIFICATION OF 66 FUNDS 


1951 1952 
Gov’t Bonds __. $184,078,456 $202,981,328 
Other Bonds . 53,754,293 84,655,478 
Pfd. Stocks _.. 69,229,607 82,726,559 
Com. Stocks _.. 245,363,942 301,939,341 
—___ eaaaaet et 6,999,057 10,911,300 
wee Le $559,425,355 $683,214,006 


The number of common stock issues 
held in any one discretionary common 
trust fund in 1951 varied from 6 to 116, 
and in 1952 from 17 to 138. 


The legal funds in several states are 
permitted to use equities up to 
fixed limits, among them Pennsylvania 
3314%, New York’,.35%, New Jersey 
and the District of Columbia 40%. 
Trustees of restricted type funds have 
been quick to avail themselves of an 
opportunity to improve the income 
status of beneficiaries, but have acted 
with restraint as to the proportion of 
equities purchased. Common stocks in 
legal type funds were held in 1952 in 
percentages varying from 6% to 32%, 
with half of these funds holding 25% 


or less. 


Half of the legal funds hold preferred 
stocks as well as commons, the range of 
preferred running from less than 2% 
to 35%, while one-tenth of the legals 
hold preferreds and no commons, vary- 
ing the proportions from 20% to over 


50%. 


Analyses of common and preferred 
stock holdings of the complete list of 
common trust funds making reports in 
1952 will be published in forthcoming 
issues of Trusts and Estates. 


A A A 


Harvard Reports Endowment 
Fund at New High 


Harvard University’s endowment 
fund, as of June 30, 1952, had a market 
value of $308,864,304, up $35 million, 
or 13% over the previous year. New 
gifts accounted for $6 million. 


Twenty per cent of the principal value 
was invested in United States Govern- 
ment bonds, while other bonds account- 
ed for 1714%. Preferred stocks account-: 
ed for less than 6%, while common 
stocks stood at 49%. 


A summary of the portfolio is given 
below: 


Market % of 

Asset Value Total 
Cagh a2. > $2 0.91 
Short term loans _...... 16,100,000 5.21 
U. S. Gov. Bonds —_.. 62,737,631 20.31 
Other Bonds 54,060,889 17.50 
Mortgages —_..__. 469,285 0.15 
Preferred Stocks __... 17,814,124 5.77 
Common Stocks _..... 151,576,486 49.08 
Real Estate _......... 3,305,888 1.07 
5 pes ey Mi iS Be $308,864,304 100.00 
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STOCK REDEMPTION and TAXABILITY OF PREMIUMS 


Member of the California State Bar, Los Angeles 


ECTION 115(g)(3) of the Internal 

Revenue Code, as adopted in 1950, 
permits a corporation to purchase its 
stock from an estate, under certain con- 
ditions, without the amount received by 
the estate being treated, under Section 
115(g) (1), as a dividend. Is there any 
doubt about the right of a corporation 
to purchase insurance on the life of the 
stockholder, in order to have funds to 
retire stock of the deceased stockholder, 
under this provision, without danger 
that the premiums will constitute tax- 
able income to the stockholder? 


The general principle is that if a 
corporation pays out money for the 
benefit of its shareholders and not for 
the benefit of the corporation itself, the 
payments constitute taxable dividends to 
the shareholders. This particular ques- 
tion arose out of apprehensions caused 
by the decision in Emeloid Co., Inc., 
14 T.C., No. 148, decided June 27, 1950. 
In that case the corporation borrowed 
a considerable sum of money to pay 
single premiums on life insurance polli- 
cies taken out on its two principal off- 
cers and stockholders. The company was 
the beneficiary of the policies but 
planned to use the proceeds to purchase 
the stock of the first to die of the two 
stockholders. The company claimed that 
the debt incurred to pay the premiums 
constituted borrowed capital includible 
as invested capital for excess profits tax 
purposes, 


The Tax Court held that the debt did 
not constitute invested capital for excess 
profits tax purposes as the statute ex- 
cluded from invested capital debts not 
incurred for a bona fide corporate busi- 
ness purpose. The Tax Court said that 
the whole arrangement was carried out 
to achieve discriminatory tax advantages 
for the controlling stockholders and was 
not an advantage for the corporation 
itself and hence was not for a corporate 
business purpose. The Court said that 
such key man insurance elements as 
there were in the situation were sub- 
ordinated to the benefits of the stock- 
holders individually. 


After this decision was promulgated, 
insurance and tax men developed the 
thought that if stock retirement insur- 
ance taken out by a corporation was 
not for a business purpose, the premi- 


This article continues the series of an- 
swers, begun in the January 1952 issue, 
to questions submitted to the Panel on 


Fiduciary Taxes sponsored the year be- 
fore by Title Insurance & Trust Co. of 


Los Angeles. The material has been 
brought up to date. 


ums paid by the corporation to carry 
that insurance would not be for a busi- 
ness purpose and hence, might be taxed 
as dividends to the shareholders. 


Alternatives to Executor 


Minority stock in a closely held com- 
pany ordinarily is not readily market- 
able. The executor has three alternatives. 
First, to get an extension of time to 
pay the taxes and plan to pay them from 
dividends. This plan usually takes years, 
as the dividends available to pay the 
death taxes will be reduced by income 
taxes on the dividends, and by interest 
at 4% on the deferred taxes. 


The second alternative is to sell the 
control of the company to outsiders. 
This usually results in the small com- 
pany being absorbed by a larger one, 
thus accentuating the degree of con- 
centration of industry. 


The third alternative is to sell all the 
estate’s stock to the company. This takes 
the family out of the business and de- 
prives them of a good investment. It 
frequently results in the complete dis- 
solution of the company. It has not 
heretofor been safe for the estate to sell 
part only of its stock to the company, 
because of the provisions of Section 115- 
(g)(1) of the Internal Revenue Code, 
under which the money received by the 
estate might be considered a taxable 
dividend, especially if the estate and the 
decedent’s family still control the com- 
pany after the sale. 


Relief Under Sec. 115(g) 


Congress, in the Revenue Act of 1950 
(as amended by the 1951 Act), recog- 
nized this problem, and the need for 
keeping small companies alive and in- 
dependent, and enacted Section 115(g) - 
(3) which permits an estate to sell to 
the company, a part only of the estate’s 
stock, without the amount received by 
the estate being treated as a taxable 
dividend, if the proceeds are to be used 
to pay death taxes and interest, in cases 
where the stock constitutes over 35% of 





the gross estate. Does that amendment | 


dissolve the doubts caused by the Eme- 


loid decision as to whether stock retire- ° 


ment insurance taken by the corporation 
is for a business purpose? 


The relief granted relates only to the 
estate of a deceased stockholder, and not 
to living stockholders. But the amend- 
ment clearly implies that the purchase 
of stock by the corporation, in order to 
protect its existence, or separate exist- 
ence, is a business transaction, and for 
a corporate business purpose. 


It would also appear that the corpo- 
ration could raise the money necessary 
for its protection by any ordinary 
method. It would seem that insurance 
on the life of the stockholder would be 
the most logical method, and that the 
premiums paid on the insurance would 
be expended for a corporate business 
purpose. Where the insurance proceeds 
are to be used for a corporate business 
purpose, and the premiums on the in- 
surance are expended for a corporate 
business purpose, there would be no 
basis for taxing the shareholders on the 
premiums as dividends. I have assumed 
that the insurance provided the exact 
amount needed to purchase the amount 
of stock necessary to enable the estate 
to pay the death taxes and interest, and 
no more, and that all the other condi- 
tions of Section 115(g) (3) were met. 


Uncertain Area 


But suppose Corporation X has four 
stockholders, each having one-fourth of 
the stock, and each being an equally im- 
portant executive of the company. The 
corporation insures each for $100,000 
expecting to purchase $100,000 worth of 
stock upon the death of each stockholder. 
At the time of taking out the insurance, 
the company officials think the death 
taxes on each estate will amount to 
$100,000, and that the stock in each 
estate will constitute more than 35% of 
the gross estate. 


All four live for many years there- 
after, the company paying the premiums, 
and anticipating that Section 115(g) (3) 
will apply to each estate. Could the Com- 
missioner succeed in taxing the share- 
holders on the premiums, as dividends? 
I hardly think so. There might be an 
exception for the years open under the 
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statute of limitations after one of the 
stockholders died and it was found that 
Section 115(g)(3) did not apply, or 
did not apply to all the insurance on 
that stockholder. (Perhaps the stock did 
not exceed 35% of decedent’s gross es- 
tate or his death taxes amounted to only 
$50,000 whereas the insurance paid to 
his estate for stock came to $100,000.) 


For the income tax years of the stock- 
holder which were barred by the statute 
of limitations, the answer seems clear; 
the premiums could not be taxed to him 
as dividends. As to the open income tax 
years, the Government might claim that 
the premiums were not for a business 
purpose, to the extent Section 115(g)- 
(3) did not apply, but were for the 
benefit of the stockholder, and hence 
were taxable as dividends to him. 


The stockholder, through his executor, 
could have many defenses: 


1. That until proven otherwise at 
death, it was thought that the premiums 
were being expended for a Section 115- 
(gz) (3), and hence a corporate business, 
purpose. 


2. To the extent Section 115(g) (3) 
does not apply, the corporation may keep 
the insurance proceeds, and use them 
to employ successor executives, to pay 
debts, acquire other property, or for 
other corporate business purposes. 


3. To the extent Section 115(g) (3) 
does not apply, the corporation may 
acquire the remainder of the estate’s 
stock in order to keep the surviving 
stockholder-executives happy, or to sell 
the stock to successor executives. 








COUNCIL FOUNDERS HONORED 
Basil S. Collins (center), vice president 
of Old Colony Trust Co., and George Twigg 
(right) present to John G. Khouri, presi- 
dent of the Boston Life Insurance and Trust 
Council portraits of its founders, Franklin 
W. Ganse and Henry N. Andrews. Messrs. 
Collins and Twigg constituted a committee 
appointed by the Council to commission an 
artist to paint the fathers of the Council 
movement in the United States. 
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I have not found any case where pre- 
miums on policies payable to the corpo- 
ration were taxed to the shareholders, 
but there are cases involving the ques- 
tion of whether the amounts received by 
the stockholder on the sale of part of his 
stock to the corporation, were to be 
taxed as dividends to him or whether the 
acquisition of stock was for a bona fide 
corporate business purpose, and there- 
fore a partial liquidation, and hence a 
sale by the stockholder resulting in capi- 
tal gain to him. 


Where no business purpose could be 
shown, the amounts paid to the stock- 
holder for part of his stock were taxed 
to him as dividends Meyer, 7 T.C. 1381, 
and Pullman, Inc., 8 T.C. 292. On the 
other hand, where a corporate business 
purpose was found, such as acquiring 
stock to resell to employees, the amounts 
received by the stockholders were not 
taxed as dividends. Armour, C.C.H. Dec. 
12,810; and Snite, 10 T.C. 523. 


Emeloid Reversed 


On May 10, 1951, the Tax Court’s 
decision in the troublesome Emeloid 
case was reversed, and it was held that 
indebtedness assumed by the corpora- 
tion for the purchase of single premium 
key man life insurance policies on its 
stockholders was incurred for corporate 
business reasons and was allowed as 
borrowed invested capital for excess 
profits tax purposes. The purpose was 
to provide for continuity in the manage- 
ment and policies of the company, by 
enabling the corporation to buy the 
stock of a deceased stockholder, thus 
making it possible for the surviving 
executive to own and control the com- 
pany, or to sell stock to new executives 
selected by him. In other words, the 
Circuit Court held that the key man 
insurance feature was the predominant 
factor, and that the taking out of key 
man insurance is a corporate business 
purpose. 


I would conclude, therefore, that 
where Section 115(g) (3) applies, and 
to the extent it applies, the premiums 
would not be taxable to the stockhold- 
ers. Where and to the extent Section 115- 
(g)(3) does not apply, then the ques- 
tion of taxability of premiums to the 
stockholders as dividends will depend 
on whether there was a business pur- 
pose for the corporation’s carrying the 
insurance. It would seem that the key 
man insurance principle is getting more 
and more recognition. 
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Pennsylvania Trust Con ference 





Current [rust Questions 


TAXES, LEGISLATION, FEES, NEW BUSINESS 


HE Mip-WINTER CONFERENCE of the 

Trust Division, Pennsylvania Bank- 
ers Association, was a pioneer project 
for the PBA in the field of banker self- 
education, the 26th annual meeting was 
told by Association President George C. 
Rutledge. Convening at Harrisburg on 
December 12th, more than 250 delegates 
heard Mr. Rutledge, who is president of 
Johnstown Bank and Trust Co., declare 
it the duty of every banker and banking 
institution to lead the economic think- 
ing of its constituents. 


people the important part which banks 
play in the free enterprise system. 


The remainder of the Conference, 
managed by Trust Division Chairman 
Paul C. Wagner, vice president of Fi- 
delity-Philadelphia Trust Co., was de- 
voted to committee reports and discus- 
sions of their subject matter. 


Tax Changes Suggested 


The Committee on Taxation, whose 
chairman is George W. Hornsby, vice 
president of Girard Trust Corn Ex- 
change Bank in Philadelphia, presented 
a comprehensive report which included 
copy of a letter from the Bank and Trust 
Company Tax Association (representing 
36 banks in Atlantic Coastal States) to 
the Joint Committee on Internal Reve- 
nue Taxation, setting forth suggestions 
for improvements in the tax law and its 
administration. 


Commendation was extended by the 
association’s leader to the Trust Depart- 
ment Operations Committee’s Manual 
which has brought world-wide acclaim 
since its publication a year ago. Special 
mention was also made of two other 
projects: (1) the distribution of more 
than 24,000 copies of the textbook 
“Your Bank” to schools and the general 
public; (2) the PBA Cooperative Edu- 


cational Program designed to show the 


The second part of the committee’s 





Final arangements for the recent Pennsylvania Bankers Association Trust Division Con- 
ference were made by the Division Executive Committee at a meeting in Harrisburg, 
Deembr 11. Chairmen of th eight Committees within the Division participated in the meeting. 
Members of the PBA Trust Division Executive Committee and the individual Committee 
Chairmen are: (left to right) 

J. P. Nunemaker, Producers Bank & Trust Co., Bradford, Smaller Trust Departments; 
Robert L. Ellison, West Branch Bank & Trust Co., Williamsport; William H. Fowler, 
Lafayette Trust Co., Easton; Malcolm E. Lambing, Peoples First National Bank & Trust 
Co., Pittsburgh, Trust Investments; George M. Fehr, Commonwealth Trust Co. of Pitts- 
burgh, E. Alexander Hill, Mellon National Bank & Trust Co., Pittsburgh, Law of Decedents 
Estates and Trusts; Robert U. Frey, The Pennsylvania Co., Philadelphia, Secretary-Treasurer, 
Trust Division; Paul C. Wagner, Fidelity-Philadelphia Trust Co., Division Chairman; 
Malvin F. Gstalder, The First National Bank of Williamsport, Division Vice Chairman; H. 
Townsend Bongardt, Tradesmens National Bank & Trust Co., Philadelphia; R. H. Starr, 
First National Bank in Sharon; Harold E. Bright, Berks County Trust Co., Reading, Trust 
Department Operations; John C. Hoffer, First National Bank of Philipsburg, George W 
Hornsby, Girard Trust Corn Exchange Bank, Philadelphia, Taxation; Charles F. Borgel, 
First National Bank of York, Costs and Charges. 
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report was a detailed review prepared 
by William F. Blackman, trust officer 
of Girard Trust, of the history of Penn- 
sylvania’s estate and inheritance taxes, 
that Commonwealth having been the 
first in the country to impose an in- 
heritance tax back in 1826. Declaring 
that casual examination of the appended 
tables showing tax rates in other states 
does not produce a fair comparison with 
Pennsylvania taxes, Mr. Blackman ex- 
plained that while the highest rate in 
a given jurisdiction may be higher than 
Pennsylvania’s, the tax impact is usually 
less than on a comparable sized Penn- 
sylvania estate because the tax is com- 
puted elsewhere on separate shares and 
on the basis of graduated rates. The 
author deplored the recent increase from 
10 to 15 per cent in the rate for collateral 
heirs, asserting that it is having two 
effects: first, a trend to inter vivos gifts 
especially to charities; second, a migra- 
tion of residents to other states. 


The study makes these proposals: 


1. Reduction of inheritance tax rates 
as follows: 

(a) Collateral inheritance tax rate 

should be returned from 15% to 


rate of 10% effective prior to 
December 21, 1951. 


(b) If rate cannot be reduced for all 
collateral heirs, it should be re- 
duced to 10% for brothers and 
sisters, and perhaps sons-in-law. 


(c) Consider reduction of the rate for 
charities to 5%. 


(d) Provide for a 2% rate for grand- 

parents and great-grandparents. 

2. Provide that the Federal estate tax 

be a deduction in the computation 

of the 80% tax under the Act of 
June 4, 1943. 


3. Provide that assets registered in 
names of husband or wife as well 
as husband and wife be exempt 
from inheritance tax. 


4. Issue of adopted children be 
classed as lineal descendants. 


5. Death benefits to a named benefi- 
ciary under pension plans be spe- 
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cifically exempt from inheritance 
tax. 


6. Consider exemption similar to pen- 
sion payments for payments at 
death under profit-sharing plans. 


~ 


. Provide by law for uniform and 
complete reports to executor or 
administrator as to appraisement 
and assessment of inheritance tax. 


. Provide by law that where there is 
the right to use corpus from trust 
estates the tax must be paid in full 
on life estates and remainders with- 
in the year period at the effective 
rate for the parties for whom there 
may be corpus invasions. 


~s 
es) 


9. Consider the adoption of a law 
similar to New Jersey’s, whereby 
all taxes on life estates and future 
interests must be paid within the 
year after death, with the proviso 
that at the option of the taxpayer 
the tax on future interests may be 
postponed until the interest vests 
in possession if the compromise tax 
settlement offered by the tax au- 
thorities is not acceptable to the 
taxpayer; but if such option is 
elected the taxpayer must file a 
bond in an amount sufficient to 
cover the maximum tax which 
would be due. 


Estate Law Revision 


The report of the Committee on Law 
of Decedents’ Estates and_ Trusts, 
through chairman E Alexander Hill, as- 
sistant vice president of Mellon National 
Bank and Trust Co., Pittsburgh, referred 
to a number of proposals being consid- 
ered by the Association’s State Legisla- 
tion Committee for presentation to the 
Legislature this year. One of these is a 
bill to extend to all non-profit corpora- 
tions the right to delegate, by irrevocable 
or revocable trust agreement, trust 
powers over their reserve and endow- 
ment funds to a corporate trustee for 
management under a sole control trust. 


Another suggestion, highlighted by 
the Strunk case last year (see June 1952 
T.&E., p. 474), is to correct the incon- 
sistency between the inheritance tax law, 
which imposes a collateral inheritance 
tax on a legacy to the children of a 
testator’s adopted child, and the intest- 
ate laws which give adopted children all 
the rights of a natural child. It is pro- 
posed to grant issue of an adopted child 
and adopted children of a lineal des- 
cendant the deserved preferred status. 


On the question of dual-executor- 
trustee compensation (under pre-1945 
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wills) and interim compensation on 
principal, there is a divergence of opin- 
ion, with the majority of the committee 
feeling that no action should be recom- 
mended at this time to secure the legisla- 
tive relief which the Supreme Court in 
Williamson’s Estate indicated some time 
ago would be necessary to remove the 
traditional ban on such compensation. 


A number of lower court decisions 
of the past year interpreting the several 
new acts on estate and trust law were 
reviewed by Mr. Hill. In Estate of Polan- 
co (No. 1) (Orphans’ Ct., Delaware Co., 
Feb. 19, 1952) the court held that the 
fact that the distributee, who has re- 
quested to take the intestate’s real estate 
in kind, is not the sole heir, does not 
prevent the application of the general 
rule that the heir takes the whole title 
subject to debts, rather than the title 
only to that remvin‘ng after pavment of 
debts. It further held, construing Sec- 
tion 541 of the Fiduciaries Act of 1949, 
that the personal representative cannot, 
for his own convenience, dispose of the 
decedent’s realty in disregard of the 
rights of heirs, but his power to sell is 
limited to cases specifically authorized 


by the Act. 


Estate of Peters (C.P. Dauphin Co., 
May 12, 1952) held that under the Fi- 
duciaries Act of 1949, the devisee in 
possession of devised real estate may 
convey title before any court decree 
formally awarding title to him or even 
prior to the filing of an account by the 
personal representative, but only if it 
is not necessary for the latter to take 
possession by court order to protect the 
rights of claimants or other interested 
parties. 


The extent of the personal representa- 
tive’s duty to insure real estate was out- 
lined in Estate of Brooks (Orphans’ Ct., 
Phila. Co., Jan. 4, 1952). In particular, 
the court stated that fire insurance was 
a necessity and public liability coverage, 
although not mandatory, would be wise. 


The added responsibility of admini- 
stering real estate under the 1949 Act 
was recognized in Estate of Smith (Or- 
phans’ Ct. Schuylkill Co., Dec. 17, 1951) 
by the approval of a commission of 5 
per cent on the sale of real estate. 


In the first case under Section 502 
of the Fiduciaries Act of 1949, Estate 
of Leichner, 79 D.&C. 478 (O.C. Phila.) , 
the auditing judge granted the account- 
ants’ request to strike worthless assets 
(mortgages) from their account. 


Estate of Hoch (0.C. Lehigh, Feb. 20, 


1952) it was held that Section 622 of 
the Fiduciaries Act does not deprive the 


holder of a judgment lien acquired 
against decedent’s real estate prior to 
his death from satisfaction of the claim 
out of the proceeds from the sale of that 
realty. 


Section 10 of the Intestate Act of 
1947, dealing with the surviving spouse’s 
selection of allowance out of realty, was 
interpreted in Estate of Polanco (No. 2) 
(O.C. Delaware, Feb. 18, 1952). It 
was ruled that the spouse, who here 
sought the allowance out of designated 
items of personalty, must await distribu- 
tion following the audit of the fiduci- 
ary‘s account in the same manner as she 
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Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and line” 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line” 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 
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“Well, that’s the story on salary, pension 
plan, health and accident insurance, 
profit sharing, vacations, social security, 
bonuses, low cost cafeteria, life insurance, 
sick leave, rest periods, overtime pay, 
social activities, paid holidays, lunch 
periods, and suggestion awards. Now sup- 
pose we take a lunch break and then I'll 
go into your duties.” 
Courtesy of Banking 





would a legacy, since unlike the old law 
the 1947 Act prescribes no procedure 
for personalty. 


The final case cited by the committee, 
Golden Estate, 78 D.&C. 599 (O.C. Alle- 
gheny), dealt with the question whether 
a surviving husband is required to pro- 
ceed to have real estaie set apart to him 
under Section 10 of the Intestate Act of 
1947, which requires appointment of ap- 
praisers and confirmation by the court, 
or may the court distribute the real es- 
tate in kind at inventory value under 
Section 734 of the Fiduciaries Act of 
1949. The court ruled that the latter 
did not expressly or impliedly repeal 
Section 10. 


Investments and Operations 


The Committee on Trust Investments 
recommended continued publication of 
the annual list of legal investments and 
extension of the contract with Standard 
and Poor’s to publish it. After a review 
of some technical aspects of the legal 
investment statute and of Regulation F 
relating to common trust funds, the 
committee, which is headed by Malcolm 
E. Lambing, vice president of Peoples 
First National Bank and Trust Co., Pitts- 
burgh, decided not to present any con- 
clusions at this time. 


Three new Suggestion Memos have 
been developed by the Committee on 
Trust Department Operations. These 
Memos, bringing the total to 31, are 
entitled “Procedure for Handling As- 
signments and Payments to Assignees,” 
“Accrued Interest on United States Sav- 
ings Bonds, Series G and K, upon Death 
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of Testator or Life Tenant,” and “In- 
surance on Securities Transported by 
Mail.” Chairman Harold E. Bright, vice 
president and trust officer of Berks 
County Trust Co., Reading, reported that 
761 copies of the Trust Operating Man- 
ual prepared by the Committee were 
distributed during the year since its pub- 
lication. Copies have been sent to 44 
other states and 10 foreign countries. 


The Committees on Cooperation with 
the Bar and Smaller Trust Departments 
made no formal reports but indicated 
readiness to proceed with any problem 
assigned to them. Their respective chair- 
men are Samuel H. High, Jr., vice presi- 
dent of Jenkintown Bank and Trust Co., 
and James P. Nunemaker, trust officer of 
Producers Bank and Trust Co., Brad- 
ford. 


Trust Development 


Following the presentation of these 
condensed committee reports, the dele- 
gates heard a panel discussion on aids 
in Trust Business Development, con- 
ducted by the chairman of the commit- 
tee of that title, A. M. McNickle, vice 
president of Fidelity Trust Co., Pitts- 
burgh. A Speakers’ Bureau of trustmen, 
available at the level of the groups into 
which the state is divided was suggested 
by George M. Rhodes, vice president, 
Scranton Lackawanna Trust Co. 
Through trust talks to laymen one’s 
circle of acquaintances widens, informa- 
tion is disseminated, and misinformation 
is clarified, the speaker said. He recom- 
mended the group level as the starting 
place for the proposed Bureau in order 
to localize the effort and minimize the 
expense. Three of the four points of or- 
ganization and operation touched on by 
the speaker were: 


Organization—The secretary of each 
local association should ask for volun- 
teers to speak on one or another phase 
of trust business in towns other than 
his own. Because these men will speak 
before laymen, emphasis should be 
placed on their ability as speakers. Op- 
eration—A small committee in each 
Association should screen the volunteers 
and require from each man chosen a 
transcript of his proposed talk,—not to 
edit, but to insure sincere preparation. 
Members should be informed of the 
available speakers (two to four would 
be enough) and endeavor to arrange 


appointments. Addressing many small 


groups may be better than a few large 
ones. Expense—In most cases the speak- 
ers would donate their services and the 
only expense would be for travel. If it 





becomes too burdensome for some one 
individual, it can be considered an op- 
erating expense in the association’s 


budget. 


The efficacy of classes in trust selling 
was explored by Robert A. Bodine, trust 


‘officer of The Real Estate Trust Co. of 


Philadelphia. 


Citing the growing interest resulting 
from forums, Mr. Bodine observed that 
when those who attend them come to 
the trust departments, it is necessary 
that the trustman be able to enlighten 
them and sell them trust services. The 
speaker contrasted the Graduate School 
of Banking at Rutgers which provides 
a scientific and theoretical approach to 
Trust Business, with the Illinois Bankers 
Association School which trains special- 
ists in trust selling. 


The need is for grass roots sessions in 
trust selling, Mr. Bodine asserted, cov- 
ering such subjects as: 


1. The technique of trust selling. 


a.) How to open a conversation 
on estate plans and wills. 


b.) How to plan an estate. 
c.) How to close the case. 


2. How to get the bank organization 
sales conscious of the trust depart- 
ment, from the chairman of the 
board on down. 


3. How to cooperate with attorneys, 
life underwriters and accountants. 


The Pennsylvania Bankers Association 
Executive Committee has approved the 
holding of courses in trust selling, but 
plans are still in infancy, Mr. Bodine 
concluded. 


Costs and Charges 


At the afternoon session, the Costs 
and Charges Committee, chairmaned by 
Charles F. Borgel. trust officer of The 
First National Bank of York, presented 
a symposium on five phases of their 
subject matter. Robert A. Wilson, senior 
vice president of The Pennsylvania Com- 
pany for Banking and Trusts, Philadel- 
phia, took “another look at costs and 
charges;” Robert E. MacDougall, vice 
president of Girard Trust Corn Ex- 
change Bank, Philadelphia, in the only 
manuscript of the group at hand, out- 
lined a program for “pay-as-you-go 
compensation for smaller trust depart- 
ments” (about which more _ below); 
John M. Cookenbach, trust operations 
officer of The Pennsylvania Company, 
dealt with “compensation for special and 
extraordinary services;” Chairman Bor- 
gel raised the question about real estate 
and mortgage investments: “are you 
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losing money?”; and finally, Raymond 
W. Steber, vice president and trust off- 
cer of Warren Bank & Trust Co., de- 
scribed “the salt mines of Siberia, or 
life in a country trust department.” 


Pay-as-You-Go Fees 


Compensatory rates for trust services 
are essential to survival as well as to 
continued good service, and the public 
will readily endorse the pay-as-you-go 
principle when the tax advantages are 
explained, Robert E. MacDougall, vice 
president of Girard Trust Corn Ex- 
change Bank in Philadelphia assured 
the conference. Pay-as-you-go compen- 
sation, he said, is a charge that is made 
annually, taking into account: inception 
costs; annua lcosts; interim accountings; 
termination costs; extraordinary ser- 
vices; a fair profit. It means that the 
trustee receives its compensation at the 
time the service is rendered. Fees can be 
based on principal as revalued each 
year, or income, or both. Some sched- 
ules include inception and termination 
fees, but experience has shown that the 
soundest plan is one that is easy for the 
public to understand, the speaker said. 
He recommended that the annual fees 
adopted should provide for all the above 
mentioned services, with latitude for 
extraordinary work. The simplest sched- 
ule is one based entirely on principal 
as revalued each year. 


Well over half the states have put into 
practice the pay-as-you-go method, Mr. 
MacDougall reported, and in Pennsyl- 
vania it has provided a partial answer 
to the court decisions that the old rule 
of 5% on income and a percentage of 
principal upon termination could be 
changed only by legislative action. 
Through “pay-as-you-go” the trustee 
can be remunerated annually, and the 
income beneficiary can improve his in- 
come tax status. The larger Philadelphia 
trust institutions have been on this basis, 
particularly as to new business, for the 
last ten years, the speaker said, but few 
institutions in the smaller places appear 
to have adopted the plan. 


A number of objections to the pay-as- 
you-go program had been revealed in 
answers to a questionnaire sent to small- 
er trust departments, and Mr. Mac- 
Dougall commented briefly on each: 


1. Inertia and lack of interest. “I feel 
sorry for the beneficiaries. . . . Who 
would want to leave his estate or trust 
with an institution which had made no 
change in its charges for the last thirty- 
five years?” 


2. Lack of cost knowledge. “If your 
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department uses cost analysis, the re- 
sults of such analysis should be shown 
to your income beneficiaries and a re- 
quest made for compensatory fees either 
all to be charged to income or, in ap- 
propriate cases, partly to income and 
partly to principal. If your department 
has no cost analysis system, it is recom- 
mended that you adopt the average 
schedule of fees in use by many of the 
trust companies throughout the country 
which provides on the first $100,000 a 
charge of 5% on income and from 
2/10ths to 3/10ths of 1% of the prin- 
cipal as revalued annually. . We 
should also institute a minimum flat 
charge which, if uniformly applied, 
would result in considerable additional 
revenue.” 


3. Apparent unwillingness of benefi- 
ciaries to accept new basis. “ .. . The 
public has been accustomed to pay 
greatly increased prices for furnace oil, 
train tickets, automobiles. I frankly be- 
lieve that the unwillingness to pay is 
more likely to lie in the mind of the 
trust officer than with the beneficiaries.” 


4. We have difficulty in getting com- 
peting institutions to agree. “ . . . Those 
unwilling to pay would then take this 
losing business to your competitors to 
which you should certainly have no 
objection.” 


5. Charging principal annually pre- 
sents mechanical difficulty. “ . . . Where 
it is not practical to charge principal, 
the charge, of course, can be made to 
income. An investment program can be 
set up that will provide the necessary 
cash in principal, if part of the charge 
is to be made to principal.” 

6. In some cases, the present practice 
provides satisfactory fees. “ ... Of 
course, where they do, pay-as-you-go 
compensation is unnecessary.” 


7. The pay-as-you-go principle prob- 
ably could not be applied to current ac- 
counts. “ . . . Most companies in Phila- 
delphia which have renegotiated rates 
on existing accounts have been success- 
ful in 80% to 90% of the renegotiations 
in spite of fee contracts and limiting 
fee provisions in instruments. Most 
people are surprisingly fair.” 

8. Such a plan would not materially 
affect the earnings of the trust depart- 
ment. “ ... It would certainly tend to 
stabilize the annual earnings and in- 
crease their value when paid annually 
instead of at the termination of trusts.” 


Mr. MacDougall recommended a 
four-point program to be followed re- 
gardless of the policies of competitors: 


1. Charges on principal should be col- 
lected annually. 


2. Compensation as co-trustee should 
not be reduced below what would 
have been received as sole trustee. 


3. Arrangements should be made for 
appropriate charges for extraordi- 
nary services. 


4. Charges named today should be 
subject to reconsideration with 
beneficiaries at any time. 


as 


Citizens Fidelity Bank and Trust Co. 
of Louisville has established a retirement 
plan for its 544 employees, the entire 
cost to be paid by the bank. 
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NEW YORK 


STATEMENT OF CONDITION, DECEMBER 31, 1952 


ASSETS 
Cash and Due from Banks . . 


U. S. Government Securities 


- $ 339,133,328 
352,584,818 


U. S. Government Insured 
F.H.A. Mortgages ... . 20,214,136 


Other Securities ° 32,660,250 
Stock in Federal Reserve Bank . 3,150,000 
Loans and Discounts ..... 631,886,324 
First Mortgages on Real Estate . 833,738 
Banking Houses , 14,930,742 


Customers’ Liability 
for Acceptances Outstanding . 15,057,147 


Other Assets .. e 3,903,310 


$1,414,353,793 


LIABILITIES 


Capital Stock .... - - - $ 50,000,000 
Surplus 55,000,000 
‘Undivided Profits 16,392,783 
Total Capital Accounts . 121,392,783 
Deposits 1,263,910,338 


Reserve for Taxes and 
Other Expenses... . 7,818,809 
Acceptances: Less Amount 
in Portfolio 15,854,342 
Other Liabilities. 5,377,521 
$1,414,353,793 


United States Government Securities are stated at amortized cost. 
Of these, $88,493,443 are pledged to secure deposits of public 
monies and for other purposes required by law. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Forum Round-up 


As a prelude to its fiftieth anniversary 
celebration throughout Nevada, the First 
National Bank of Nevada, in conjunc- 
tion with the Twentieth Century Club of 
Reno, inaugurated a woman’s financial 
forum in Reno. The three informal talks 
by guest speakers were delivered to a 
capacity audience of 900 and proved so 
successful that the bank was asked if 
the one on “Wills, Trusts, and Estates” 
might be repeated before an audience of 
husbands and wives. The guests were en- 
tertained at a tea following each forum, 
with opportunity to meet the speakers. 
Past presidents of the Club poured. 


Across the continent in Florida, Ex- 
change National Bank of Tampa carried 
through a Women’s Finance Forum in 
October. The sessions were conducted in 
Hotel Tampa Terrace on three successive 
evenings. 


A dinner meeting for more than 200 
doctors, dentists and architects conduct- 
ed by Citizens & Southern National 
Bank, Atlanta, Ga., marked a new “first” 
in the Atlanta area. Following the dinner 
at Piedmont Driving Club the audience 
heard an address on “Building A Pro- 
fessional Man’s Estate” by the well 
known New York attorney, Joseph 
Trachtman, and then joined in a ques- 
tion and answer panel discussion. On 
the panel with the speaker were officers 


of the bank. 


Its ninth annual estate planning sem- 
inar was sponsored by the First West- 


Capacity audience at the first Women’s Financial Forum in Reno, Nevada, held at the 





Guests receiving their programs at Women’s Finance Forum conducted by Miss Dorothy 


Williams for Howard Savings Institution, Newark, N. J., as reported in the November, 1952, 
issue of Trusts and Estates. Names on envelopes stressed individual consideration. Program, 
notebook and pencil are inside. 





chester National Bank of New Rochelle, 
N. Y., on Saturday, December 6th. 
Professional groups should first settle 
among themselves their particular roles 
in estate planning and then educate the 
public by means of a forum, the group 
was told by Laurence J. Ackerman, 
dean of the School of Business Admin- 
istration, University of Connecticut. He 
advised the formation of a public rela- 
tions council to study public attitudes 
and conduct educational activities. More 
than 125 people attended the seminar, 
which was conducted by the bank’s vice 
president and trust officer, Joseph P. 
Cummings. Other speakers were Roscoe 


Twentieth Century Club under sponsorship of the First National Bank of Nevada. Lower 

right E. J. Questa, president of the bank; Dr. Jessie V. Coles, University of California, 

guest speaker; Jordan J. Crouch, vice president, and moderator; and Mrs. Jack Douglass, 

club president. Center right E. H. Fits, vice president and cashier; upper right Mrs. Charles 

W. Mapes, “Reno Woman of the Year” pouring tea. Upper left R. O. Kwapil, vice president 

and trust officer; and lower left, guest speaker W. W. Wood, assistant vice president, Bank 
, of America, and Jordon J. Crouch. 
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C. Ingalls, a director, and Ernest H. 
Watson, president. 


The four afternoon sessions for a 
group of women especially invited by 
American Security & Trust Co., Wash- 
ington, D. C., in October 1952 proved 
so successful that the bank plans to re- 
peat its forum semi-annually. The 
women selected were mostly of mature 
years and equipped to understand “fair- 
ly complex financial procedures,” mak- 
ing elementary instruction unnecessary, 
Two hundred were invited; actual at- 
tendance ran between 110 and 100. An 
extra session was held to finish answer- 
ing questions, and about half the women 
came to that also. President Daniel W. 
Bell, who presided at the sessions, said 
the bank learned as much about the 
women’s problems as they did about 
banking. 

Ae SS 


Fichtel Joins A. B. A. 


Rudolph R. Fichtel, formerly assistant 
secretary and public relations director 
of The Savings Banks Association of 
the State of New York, on January 15 
became secretary of the Public Relations 
Council, American Bankers Association. 


He was graduated from the College of 
the City of New York in 1938, holds a 
Master of Business Administration de- 
gree from New York University, and 
the Standard Certificate of the American 
Institute of Banking. He is a graduate 
of the Financial Public Relations School, 
class of 1950, which the Financial Pub- 
lic Relations Association conducts at 
Northwestern University, Chicago, and 
is currently enrolled in the savings man- 
agement course of The Graduate School — 
of Banking: 
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Attention Arresters 


Trust Ads 


“Friends Profit from Provisions of 
Old Will . . . Relatives Lose Out.” This 
heading, pictured as a newspaper clip- 
ping, is typical of a current series of 
trust ads in use by Bank of America 
N.T.&S.A., San Francisco. Each ad pre- 
sents one case involving a legal defect 
which vitiated the decedent’s intentions, 
as, for example, unexpected effects from 
a joint bank account, ineffectiveness of 
a home-made will, bequeathing dollar 
amounts without qualification, and re- 
lying on “out-of-state wills. The series 
drew official commendation from the 
State Bar of California because in each 
case, “reference is made to the desira- 
bility of having a lawyer prepare the 
Will.” Bar president Charles E. Beards- 
ley wrote the bank, “At the direction of 
the Board, I wish to express our appre- 
ciation of the Bank’s running this type 
of an advertising campaign and to say 
that it is, in our opinion, highly com- 
mendable.” Similar letters came to the 
Bank from practicing lawyers through- 
out the State. 


“Time Changes All Things — Even 
Your Will” is the key line in a Fidelity 
Bank, Durham, N. C., ad which quotes 
Marcus Aurelius that “Time is a sort 
of river of passing events.” A night 
scene along a river is pictured at the 
top and text explains why the reader 
should “check your will with your law- 


Are you sure 
your Will is 
up-to-date ? 


Changed conditions often require o changed 
Will. If you have not reviewed your Will re- 
cently, Bonk of America recommends that 
you consult your attorney fo make sure that 
your wishes will be carried out. 





When Mr. Teller wrote a “home-made Will" several 
years ago, he was a man of considerable property. 
He decided that he could leave substantial sums 
to friends and still provide handsomely for his 
relatives, because they would share the rest of 
his estate. 


But he had not anticipated business reverses 
and, when these occurred, he failed to redraw his 
Will, As a result, his friends received their full 
shares under the out-of-date Will...the relatives 
received very little. Accusulated debts had taken 
Bost of his estate, 





tt is the business of o lawyer to prepare your Will. 
Neme the Trust Department of Bank of America to 
ect os Executor of your Will and to manage your es 
tote. Years of experience... sound business judgment 
++. the most extensive Trust Service in Californie. 


— America 


RATIONAL TIVIWET ASSOCIATION 
EMOTE FEST BO, OLFEEHT renerewes COEretereR 


“Mame is fictitiows The cose is tohen trom legal archives 


One of series of ads mentioned in text. 
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Mercantile Trust Company 


" RESOURCES OVER SIX HUNDRED MILLION DOLLARS 
Meaber Fetecnl Deposit Iasrance Corporation 









This unusual 24-sheet outdoor poster of Mercantile Trust, St. Louis, appeared-on 75 standard 
size poster panels throughout the city for 30 days during November and December, 1952. 





“Mr. Executive! Sooner or Later you 
will have a retirement problem ha 
With this appeal to management, Amer- 
ican Trust Co., Charlotte, N. C., presents 
its story on the advantages of “an ex- 
perienced, competent consultant” and a 
trusteed retirement plan. The absence of 
pictures appears to be deliberate in 
order to emphasize the “Mr. Executive” 
which runs in large letters across the 


top of the ad. 


“How to forestall a deficit” is the 
subject of a Baltimore National Bank 
ad which pictures the sections of an 
estate dollar that may go for taxes, debts, 
and costs as covered with a life insur- 
ance policy. The text discusses reasons 
why additional life insurance may be 
desirable and suggests that the reader 
confer with his life underwriter. 


“How $30,000 of Life Insurance Can 
Mean $40,000 to a Family” is the title 
of an ad on the same topic used by 
Continental National Bank, Lincoln, 
Neb. The difference between what “Mr. 
A” and “Mr. B” did with their estate 
planning, described succinctly in two 
paragraphs, offers substantiation for the 
ad title. 


“Does Your Life Insurance Qualify?” 
This title, selected by Commerce Union 
Bank, Nashville, Tenn., approaches the 
insurance topic from the marital deduc- 
tion angle. 


Emphasis on the appeal to women 
customers appears in a recent ad from 
Lynchburg Trust and Savings Bank, 
Lynchburg, Va., which tells “what you 
get” in the way of services, including 
“complete trust service,” and pictures a 
distinctly modern young lady with the 
comment, “More and more Lynchburg 
women are saying: I bank at the trust 
company.” 











Trust Booklets 


“How our Trust Department helps 
save families thousands of dollars . . . 
in Florida!” is the title of an attractive 
two-color brochure issued by the First 
National Bank of Miami. An explana- 
tion of why “it pays to live in South 
Florida” is followed by a general pres- 
entation of the Trust Department’s func- 
tions and of Estate Planning. Tax sav- 
ing possibilities, investment manage- 
ment and custody accounts are describ- 
ed, followed by a discussion of execu- 
tors and what to do with a family busi- 
ness as part of an estate. Pictures are 
plentiful. The reader is introduced 
photographically to the various parts of 
the trust department and to its officers. 
Features of this pamphlet include a com- 
parison of Florida’s estate tax situation 
with those of 11 other states; a sample 
declaration of domicile; and two check 
lists, showing the advantages respectively 
of living in Florida and of using a cus- 
tody account. 

The November issue of Union & New 
Haven Trust Co.’s “Journal” was de- 
voted entirely to the subject of Guar- 
dianships and Wards. Taking off skill- 
fully from a round-up of literary refer- 
ences to wards, both classic and current, 
the reasons for guardianship and the ad- 
vantages of the trust company as guar- 
dian are thoughtfully presented to the 
reader. 

The parchment-like Connecticut Ga- 
zette, published by the Stamford Trust 
Co., filled its December issue with stor- 
ies of the origin of Christmas customs 
and stories of early days in Connecticut. 
Under the heading “A Christmas Gift” 
was a brief article on the family security 
obtained from a well-planned will. Con- 
necticut citizens can glean many items 
of interest about their forbears in this 
historical quarterly. 
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TRUST PERSONNEL CHANGES 


ALABAMA 
Birmingham Lieut.-Gen. John C. Persons becomes 
First NATIONAL chairman of the board and will re- 
BANK main chief executive officer, James G. 


Hall succeeding him as_ president, 
while John A. Hand advanced to executive vice president 
and Charles F. Zukoski, Jr., to senior vice president and 
trust officer. Mr. Zukoski started with First National in 1926 
as vice president and trust officer. He formerly practiced law 
in St. Louis, graduated from Harvard College and School 
of Law, and has served as the Mayor of Mountain Brook 
since 1942. 


Mobile James C. Andress, asst. trust officer, 
FirsT NATIONAL promoted to asst. cashier and manager 
BANK of the bond department. 

Montgomery F, P. Hereford resigned as trust offi- 
First NATIONAL cer on November first, and is now 
BANK with the auditing firm of Crane, Jack- 


son & Wilson in Mobile. 


CALIFORNIA 


P..H. Dyste, manager of the real 
estate department, elected trust offi- 
cer; Lyston G. Jaco and Fred C. Luch- 
singer, asst. trust officers; Wilton M. 
Adams, secretary; and W. C. Keen, Jr., asst. secretary. 


Los Angeles 
CALIFORNIA 
TRUST Co. 


Arnold M. Miesner, asst. cashier, elect- 
ed asst. trust officer because of new 
duties as manager of the real estate 
department. John V. W. Zaugg, made 
asst. trust officer, is a Harvard Law School graduate, and 
joined the bank in 1947. Lawrence L. Allison, trust officer at 
the Seattle office, elevated to trust officer and asst. manager. 


San Francisco 
BANK OF 
CALIFORNIA 


CONNECTICUT 


Hartford 
PHOENIX STATE 
BANK & TRUST Co. 


Guy B. Holt, trust investment officer, 
also elected vice president. In his 
new assignment he will be in charge 
of bank and trust department invest- 
ment portfolios. Mr. Holt was appointed treasurer of the 
State of Connecticut in 1936. 


FLORIDA 
Miami Willard R. Brown, trust officer and 
First NATIONAL head of the trust department, elected 
BANK vice president and trust officer; Al- 


fred W. Thompson elected trust officer. 
Brown joined First National in September 1950, coming 
from Chemical Bank & Trust Co., New York, where he 
served as trust officer for six years. Prior to that he prac- 
ticed law in New York. He is a member of the executive com- 
mittee, Trust Division, Florida Bankers Association, and a 
member of the Draftsmanship, Wills and Trust Committee 
of the American Bas Association. 
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Miami Miami Chicago 
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WALTER R. S. CurTIS 
Petersburg, Va. 


C. F. ZuKOSKI, JR. 
Birmingham 


JAMES G. HALL 
Birmingham 








Thompson, a graduate of Wharton School of Finance and 
the U. of Pennsylvania, comes from Security Trust Co., 
Miami, where he was vice president and trust officer. From 
1936 to 1947 he was personal trust administrator of United 
States Trust Co., New York. 


GEORGIA 


Atlanta James P. Furniss placed in charge of 
CITIZENS & SouTH- advertising and elected asst. vice 
ERN NAT’L BANK president, upon the retirement of 

Lewis F. Gordon, who headed the in- 

stitution’s advertising and public relations for the past 21 

years. Under a new set-up, each office of the bank will have 

its individual advertising representative, with Mr. Furniss 
as liaison officer. 


ILLINOIS 


Guilford N. Askew elected asst. vice 
president in the trust department. 
Since joining Harris Trust in 1925, he 
has always served in that department, 
becoming asst. secretary in 1947. Askew is director and 
treasurer of Downers Grove Community Chest, Inc., and the 
local Community Concert Association. 


Chicago 
HARRIS TRUST & 
SaVINGS BANK 


Elmhurst James Mather elected vice president 
ELMHURST and will continue as trust. officer. 
NATIONAL BANK 

Glen Ellyn Edward C. Klein, vice president and 
Du PAGE trust officer, elected president suc- 
TRUST Co. ceeding the late Walter Corbly. 

Lake Forest Gordon W. Thomas named asst. trust 
First NATIONAL officer. 

BaNK 

Mattoon Martin F. Behrend elected president 
NATIONAL succeeding J. Stanley Weis, resigned, 
BANK who remains on the board of directors 


as its chairman. Behrend has served 
with the bank since 1916, as asst. trust officer, director, vice 
president and public relations and business development 
officer. 


H. O. Phipps advanced from cashier and asst. trust officer 
to vice president; E. C. Bauer, to cashier and trust officer. 


INDIANA 


Elkhart 
St. JOSEPHS 
VALLEY BANK 


Fred N. Reich retired as vice presi- 
dent and trust officer, after 48 years 
of service. 





MARYLAND 





John K. Brigstocke elected senior vice 
president. He has been associated with 
Safe Deposit since 1923. 


Baltimore 
SAFE DEPOSIT 
& Trust Co. 
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MASSACHUSETTS 


Ralph W. Ferguson, Knight Ames, 
John B. Harriman and John Lowell, 
all former trust officers, promoted to 
asst. vice presidents. Dorothy A. 
Brown, Robert E. Dobbyn, Ralph B. Hershey, Jr., and An- 
drew F. Willis, elected asst. trust officers. Kenneth Howes, 
Jr., named asst. treasurer. 


Boston 
Boston SAFE DE- 
PosIT & Trust Co. 


Boston Melvin S. Chute and Carl F. Sund- 
First NATIONAL strom elected trust officers. 
BANK 

Boston Under the bank’s retirement plan, 
NEW ENGLAND Leon M. Little retired as vice presi- 
Trust Co. dent in charge of the trust depart- 


ment as of December 31st, and Myles 
Standish, Jr., and Thomas G. Brown, vice presidents, now 
become dual heads thereof. Linwood Savage, Jr., and Philip 
W. Stocker elected vice presidents; C. Russell Eddy and 
Richard P. Barnard (former trust officers) named asst. vice 
presidents; John H. Ashe, Ebbe S. Ebbeson and Charles W. 
Jenks, Jr., trust officers; Donald K. Packard, in addition to 
duties as trust officer, named asst. manager of the Bank Bay 
branch; and Robert M. Decker named asst. trust officer. 


Mr. Little became associated with the bank in 1927; in 
1934-1935 was president of the Trust Division of American 
Bankers Association; and 1948-1949 served as president of 
Massachusetts Bankers Association. Standish graduated from 
Bowdoin College in 1914, and the Harvard Graduate School 
of Business Administration in 1916. He began with New 
England Trust in 1929, and has been in charge of the in- 
vestment division. Brown graduated from the United States 
Naval Academy in 1915, and joined the bank in 1932. He 
has been head of the operations and new business division 
of the trust department. 


Boston John D. Trenholm, formerly trust of- 
OLD CoLONY ficer, and John J. Walsh, a former 
Trust. Co. asst. vice president, elected vice presi- 


dents; Elliot G. Kelley named asst. 
vice president; Melvin S. Chute and Carl F. Sundstrom, trust 
officers; Chellis D. Currier, Raleigh A. Holden and Charles 
A. Pingree, investment officers; George B. Gordon, Albert F. 
Jackson, Donald A. Lapham and William K. Weidman, asst. 
trust officers; Herbert H. Bradley, asst. investment officer; 
and Malcolm W. Hall, asst. secretary. 


Boston John T. G. Nichols, 3rd, and Chester 
STATE STREET T. Morrison promoted from trust of- 
TRusT Co. ficers to asst. vice presidents and 


trust officers; and Sargent S. Rowe 
to trust officer. Following elected asst. trust officers: Francis 
H. Brooks, John A. Perkins, and Stuart C. Campbell. 


Lynn Roger M. Dunbar elected treasurer, 
LYNN SAFE DEPOSIT and will continue as trust officer. 
& Trust Co. 


Edward R, Belcher, formerly president 
and trust officer, elevated to chairman 
of the board, and succeeded by Henry 
W. Barnes, Jr., formerly cashier and 
trust officer. Robert S. Fellows elected asst. cashier and trust 
officer. 


Plymouth 
PLYMOUTH 
NATIONAL BaNK 


MISSISSIPPI 
Greenwood C. A. Miller, Jr., formerly vice presi- 
BANK OF dent and trust officer, now executive 
GREENWOOD vice president. 
MISSOURI 
Hannibal Ann Dorsey Hodgdon, an asst. trust 


FARMERS & MER- officer, elected asst. cashier. 


CHANTS BANK & 


Trust Co. 

St. Louis Hugh M. Lewis, formerly asst. trusf 
BOATMEN’S trust officer, made asst. vice president 
NATIONAL BANK in commercial department. 

NEVADA 
Reno C. D. Brown advanced to trust officer 


FIRST NATIONAL in charge of the southern district 


BANK trust operations; Ward W. Wengert 
appointed asst. trust officer. 
NEW JERSEY 
Newark William F. Dalton named asst. trust 
FIDELITY UNION officer. 
TRusT Co. 
NEW YORK 


Garden City Frederick Hainfeld, Jr., named execu- 
GARDEN City BANK tive vice president and trust officer; 
& Trust Co. James C. Waide promoted to trust 

officer. 








JAMEs S. ROCKEFELLER 
New York 


Gerorce E. LEIGHTON 


New York New York 
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EDWARD J. VEITCH 


New York | New York New York 
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New York 
BANK OF THE 
MANHATTAN Co. 


Stanley A. Carrington and John M. 
Grother named trust officers. 


Winthrop W. Aldrich retired from his 


New York 
CHASE NATIONAL posts at the bank to become U. S. 
BANK Ambassador to Great Britain, effec- 


tive January 19, in accordance with 
his nomination by President-elect Eisenhower. His place as 
chairman will be assumed by John J. McCloy, formerly presi- 
dent of International Bank for Reconstruction and Devel- 
opment, and more recently U. S. High Commissioner for 
Germany. 


New York Asst. secretaries appointed: Alfred 
CHEMICAL BANK Van Beuren, corporate trust, and Don- 
& Trust Co. old D. Miner, investment. 


New York National City Bank appointed How- 
Ciry BANK FARMERS ard C. Sheperd as chairman of the 
Trust Co. and board and chief executive officer to 
NAT’L City BANK succeed Wm. Gage Brady, Jr., retir- 

ing under the bank’s retirement plan. 

Announcement has also been made of Mr. Sheperd’s appoint- 

ment as chairman of the board of its trust affiliate, City Bank 

Farmers Trust Co. Sheperd has spent his entire banking 

career with National City, following graduation from De 

Pauw University in 1916. 


James S. Rockefeller, formerly executive vice president, 
appointed president and a director of National City, suc- 
ceeding Mr. Sheperd. W. Randolph Burgess, chairman of 
the bank’s executive committee since 1948, and chairman 
of the board of directors of City Bank Farmers Trust Co., 
is also retiring to accept an appointment by President-elect 
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services for individuals and corporations. We invite your 


inquiry whenever we can be of assistance in this area. 


CITY NATIONAL BANK 


AND TRUST COMPANY of Chicago 
208 SOUTH LA SALLE STREET 


(MEMBER FEDERAL DEPOSIT INSURANCE CORP.) 





Eisenhower as deputy and consultant to the Secretary of the 
Treasury. 


At the Trust Company Howard S. Butterweck and How- 
ard B. MacAdams appointed vice presidents; James W. 
Carmelich promoted to asst. vice president and Robert T. 
Luginbuhl to asst. secretary. Butterweck graduated from 
Brown U. in 1916, when he joined the company. He is in the 
personal trust division. MacAdams, assigned to pension trusts, 
is a graduate of Princeton U. and came to the company in 1937. 


New York George Eliot Leighton promoted to 
FIDUCIARY vice president. Formerly asst. vice 
TrusT Co. president in charge of new business, 


Mr. Leighton has been with the Trust 
Company for more than 20 years. 


New York New asst. vice presidents are William 
THE HANOVER H. Cole, Alfred L. Manierre, Donald 
BANK R. Spaidal and S. David Talbert, all 


personal trust division. Cole came to 
Hanover in 1926 and has been attached to the personal trust 
department’s custodian account staff. Manierre has been 
with the bank since 1941; Talbert since 1926, in estate and 
trust accounting. 


Appointed asst. secretaries were: Alvord D. F. Stearns 
(personal trust, security analysis); Vincent P. Tomes (per- 
sonal trust, administration) ; and Charles S. Wilson, Jr., (per- 
sonal trust, pension). 


New York Morgan S. MacDonald and Edward J. 
IRVING Veitch, both in personal trust, named 
Trust Co. vice presidents. MacDonald has spe- 


cialized in this work since joining the 
company in 1929; Veitch, since 1936 after several years in 
the investment management field. 


We maintain complete trust 




















WILLIAM H, COLE 
New York 


HOWARD s. BUTTERWECK HOWARD B. MACADAMS 
New York New York 








New York Robert P. Howe and William G. Stott 
J. P. MORGAN named vice presidents. Howe is a 
& Co. graduate of Harvard, and specializes 


in corporate trust matters. Stott, a 
graduate of Tufts, specializes in statistical and financial 
analysis. 


Geneva & Rochester Harold M. Simpson, manager of 
LINCOLN ROCHESTER Geneva office, advanced to asst. vice 
Trust Co. president; Roy A. Ely, formerly asst 

trust officer, given new duties in the 
credit department; and John M. Harvey assuming Ely’s trust 
administration duties. 


Schenectady H. G. McKeon and Wesley W. Taber 
SCHENECTADY elected vice presidents, and the latter 
Trust Co. placed in charge of trust and tax oper- 


ations at the main office. Henry B. 
Parker, Jr., asst. secretary given the additional title of 
trust officer; and Raymond J. Hagadorn raised from asst. 
trust officer to asst. treasurer. 


NORTH CAROLINA 


Robert A. McPheeters resigned as vice 
president and trust officer, to become 
associated with the Phoenix Mutual 
Life Insurance Co. in Hickory, N. C. 


Greensboro 
SECURITY 
NATIONAL BANK 


OHIO 


Glen A Biggs, raised to senior trust 
officer, started with the bank in 1928 
as a clerk in the auditing department. 


Cincinnati 
FIFTH THIRD 
UNION TRUST Co. 


Cleveland 
CENTRAL 
NATIONAL BANK 


Robert J. Izant retired on December 1 
as vice president, after more than 33 
years of service. He served as presi- 
dent of the Financial Public Relations 
Association and was elected to an honorary life membership 
in that group. 


PENNSYLVANIA 


Charles T. Porter succeeds the late 
J. Walter Jefferis as president; for- 


Kennett Square 
NATIONAL BANK 


& Trust Co. merly executive vice president and 
trust officer. 
Philadelphia Robert L. Gray, Jr., appointed asst. 
LAND TITLE BANK vice president. Formerly investment 
& Trust Co. officer with the bank since 1942. 





GLENN A. BIGGs 


J. T. G. NicHo.s, 3p 
B Cincinnati 


‘oston Boston 
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J. H. WILKINson, Jr. 





S. Davip TALBERT 
New York 


DONALD R. SPAIDAL 
New York 





ALFRED L. MANIERRE 
New York 


Philadelphia Frank A. Wood, Jr., named asst. 
PROVIDENT trust investment officer. 

Trust Co. 

Pittsburgh Charles R. Wilson named vice presi- 
COMMONWEALTH dent to head a newly formed business 
Trust Co. development department. 

Pittsburgh Reginald C. Short, associate trust of- 
FIDELITY ficer since May 1952, advanced to 
Trust Co. trust officer. Before joining Fidelity, 


Short was with National Bank of 
Commerce in New York and First Wisconsin Trust Co., Mil- 
waukee. 


Pittsburgh 
PEOPLES FIRST 
NATIONAL BANK 
& Trust Co. 


Guy W. Lewis elected asst. vice presi- 
dent, and Edward H. Winter a tax 
officer. Lewis came to Pittsburgh in 
1935 as a trust officer at Allegheny 
Trust Co., and upon return from mili- 
tary service joined Peoples First as an investment officer. 
He is a graduate of U. of Pittsburgh and Columbia U. Schools 
of Businss Administration. Winter began his banking 
career in 1916 as a page, and in 1936 became manager of 
the tax department of predecessor bank. 


RHODE ISLAND 


Providence Robert S. Grant named vice president. 
INDUSTRIAL Formerly trust officer, Grant has been 
TRusT Co. with the company since 1915 except 


for World War I service and a brief 
period when he was with the former Atlantic National Bank 
of New York. He is a member of the legislative committee 
of Rhode Island Bankers Association, and treasurer and 
director of the Home for Aged Men and Aged Couples. 


TENNESSEE 


Garnet M. Featherstone, new business 
department, elected asst. vice presi- 
dent. Formerly asst. trust officer, 
Featherstone has been with the bank 
since 1926, and is a graduate of Southern Law U. 


Memphis 
NATIONAL BANK 
OF COMMERCE 


TEXAS 
Dallas L. E. B. Andrews elected asst. vice 
TEXAS BANK president in charge of advertising and 
& Trust Co. public relations. 





S. P. RYLAND 
Richmond, Va. 


J. H. BASKERVILLE 


Richmond, Va. Richmond, Va. 
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VIRGINIA 


Petersburg 
PETERSBURG SAV- 
& AMERICAN 
Trust Co. 


cer to fill the vacancy caused by the 
resignation of W. Hal Payne, who 
resigned to enter private business. 
Curtis is a graduate of Furman U. 
and The Citadel. He attended the Naval Academy Reserve 
School at Annapolis, and graduated in 1941. During the last 
war he served as an officer and now has the rank of lieuten- 
ant in the Reserves. For the past five years he has been in 
the trust department of SEABOARD CITIZENS NATIONAL BANK, 
Norfolk. 


Richmond Samuel P. Ryland retired on Decem- 
First & MERCHANTS ber 31st as vice president and trust 
NATIONAL BANK officer, after many years of service. 

He is succeeded as head of the trust 
department by Jack H. Baskerville, also vice president and 
trust officer, who has been with the bank since 1925. Basker- 
ville is‘a director and treasurer of the Richmond Tubercu- 
losis Association, and is active in American Red Cross work. 

An alumnus of the U. of Richmond, he holds an American 

Institute of Banking certificate and is a graduate of the 

Graduate School of Banking at Rutgers U. 


Ryland will remain on the board and serve as vice chair- 
man of the trust investment committee. 


J. Harvie Wilkinson, Jr., advanced 
from vice president to executive vice 
president and manager of the invest- 
ment department, which latter post he 
has held since 1931. Associated with the company since 1929 
an securities analyst, he is author of “Investment Policies 
for Commercial Banks” (Harper Bros. 1938) and of numer- 
ous articles published in financial publications. 


Richmond 
STATE-PLANTERS 
BANK & TRUST Co. 


Walter R. S. Curtis named trust offi-: 





The Trust Department of The Public National Bank and Trust 
Co. of New York has just occupied attractive new quarters for the 
administration of Personal Trusts on the Eighth Floor of the 
Bank’s Main Office building at 41 Broad Street. Corporate Trusts 
and Agencies will continue to be administered in expanded quar- 
ters on the Lower Banking Floor. Steady growth of both the 
Personal and Corporate Divisions of the Trust Department has 
made these changes necessary. 





H. Newton Brown elected vice presi- 
dent. Formerly executive vice presi- 
dent and trust officer of GUARANTEE 
BANK & Trust Co., Florence, South 


Staunton 
AUGUSTA 
NATIONAL BANK 


Carolina. 

Seattle Emerson R. Antes appointed asst. 
SEATTLE-FIRST trust officer at the metropolitan 
NATIONAL BANK branch, 

CANADA 


Edmonton, Alberta R. Steele has retired as manager. 


RoyAL TRusT Co. 











EMPLOYMENT EXCHANGE 


Banks seeking trust executives, and 
personnel desiring new opportunities - 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 


Employment Exchange and code 


number. 


Attorney with 12 years extensive ex- 
perience in trusts, estates, taxes and 
estate planning, partly with counsel for 
large New York trust company, desires 
responsible position with good future in 
New York area. 31-1 


Columbia Law School graduate, age 
34, with 9 years experience in tax work 
in Wall Street firm, seeks opportunity 
with progressive business or banking 
organization. 31-2. 


Security analyst, age 33, with six years 
experience including investment counsel 
knowledge, wishes to enter trust depart- 
ment of bank in New England area. 
212-1. 


Attorney, 29, with varied general ex- 
perience including counsel for public 
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agencies and a bank, desires to enter 
fiduciary work at junior administrative 
level, preferably in Mid-west. 212-2, 


Trust department of progressive bank 
in growing area of Southeast seeks new 
business man at least 30, with basic trust 
experience. Excellent opportunity for 
qualified person who should submit edu- 
cational and business background as well 
as photo. 212-4. 


A AA 


IN MEMORIAM 


LAURENCE H. ARMOUR, chairman of the 
LA SALLE NATIONAL BANK, Chicago, and 
a director of Armour & Co. 


CHRISTOPHER J. KELLY, second vice 
president in the trust department of 
CHASE NATIONAL Bank, New York. 


DoNnaLD W. MACKAY, trust counselor of 
UNITED STATES NATIONAL BANK, Port- 
land, Ore. 


JELLIS L. NICHOLAS, cashier and trust 
officer of First NATIONAL BANK, Lynch- 
burg, Virginia. 


TRACY M. PurRSE, advertising director 
of The Pennsylvania Banker. 


CecIL A. TOLIN, trust officer of MER- 
CANTILE TRusT Co., St. Louis. 


JOHN J. WICKSTEAD, trust officer of 
LOUISVILLE (Ky.) Trust Co. 


Founded 1784 


Member Federa! Deposit Insurance Corporation 
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AMERICA’S OLDEST BANKS 
2. Arizona: Bank 


WHEN Sou Lewis arrived in Prescott 
in 1877 and organized Arizona’s first 
bank, the going rate of interest was from 
2% to 3% per month; Prescott was the 
capital of the Territory and surrounded 
by fabulous mines, the Peck mine alone 
realizing $2,000 a day in gold and silver 
bullion. Ranchers rode the ranges, home- 
steaders were settling in the valleys, and, 
despite robberies, regular wagon train 
and stage coach schedules were main- 
tained. With venture capital from San 
Francisco, and the assistance of M. W. 
Kales who had come with him from Cali- 
fornia, Lewis put the new Bank of Ari- 
zona into operation. 


Installation of the vault in the first 
building led to the Arizona Miner’s re- 
port that “the vault itself, which is fire- 
proof, would be hard to crack if there 
were no safe inside . . .” The bankers 
thought otherwise, however, and fre- 
quently hid bags of gold or bullion in 
the waste paper baskets. 


Lewis and Kales sold out their inter- 
ests in 1882 to three Prescott men, and 
from that time on the bank has been in 
the hands of Arizona residents. Hugo 
Richards, the new president, had been in 
Prescott since 1872 and was a success- 
ful investor in mining and _ livestock. 
Edmund W. Wells had driven his father’s 
team across the plains to arrive in Pres- 
cott in 1864. He was admitted to the bar 
in 1875 and later appointed Judge of 
the U. S. District Court. He was the vice 
president. The third man, W. E. Hazel- 
tine, arrived in 1875 to join his cousin, 
Moses Hazeltine Sherman, and became 
largely responsible for the bank’s man- 
agement as Richards and Wells were 
busy with outside interests. A few years 
later Moses B. Hazeltine, younger brother 
of W. E., arrived in Prescott on a Jan- 
uary forenoon after an arduous journey, 
reported at the bank for work at one 
o’clock, and remained on the staff until 
his death in 1949. For twenty of these 
sixty years he was president of the in- 
stitution, and his son, Sherman, holds 
that office today. 


of Arizona, Prescott 


Adversity merely sharpened the think- 
ing of these men. They carried the bank 
successfully through the demonetization 
of silver, the livestock losses after World 
War I, and the nation-wide depression of 
the thirties. In the money panic of 1907 
they shipped in nail keys full of gold 
coin and never suspended specie pay- 
ment. The bank was solvent when the 
Banking Holiday of 1933 was declared. 
Perhaps the greatest expression of con- 
fidence in the bank’s management came 
in the great Prescott fire of 1900. The 
building then temporarily in use, was 
completely destroyed. Some of the fur- 
nishings were rescued, but the safes were 
too heavy to move. After they had cooled 
enough to work the combinations, bus- 
iness was resumed from tables set under 
the open sky. The same morning, Senator 
W. A. Clark of Montana, owner of the 
United Verde Mine, whose personal 
resources were many times. greater 
than the bank’s, telephoned to Prescott 
to say, “. .. in the event you have need, 
you may draw on me without limit.” 


The Bank of Arizona did not have to 
avail itself of this generous offer. It sur- 
vived the fire and its first branch, estab- 
lished at the United Verde in 1899, was 
followed by four others, the latest in 
1947. When the 75th anniversary was 
celebrated last August all employees 
were honored at a banquet on Sunday; 
next day each branch held Open House, 
with president Sherman Hazeltine flying 
from one town to another in order to at- 
tend the festivities. 

Trust activities in the early days were 
largely limited to services for mining 
corporations, but expanded to include 
personal trust services soon after the ar- 
rival in 1920 of A. H. Favour, an at- 
torney from New York, who became the 
bank’s counsel and subsequently (in 
1928) its first trust officer. Mr. Favour 
purchased a one-third interest in the 
bank, directed the trust business into the 
probate field and remained active until 
his death in 1939. The present trust offi- 
cer is William A. Coerver. 








Original building (at left) of the Bank of Arizona, first in the State, and established 


in 1877 at Prescott, capital of the new Territory. At right is present building of the Bank, 
which celebrated its 75th anniversary last year. 
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MERGERS, NEW TRUST POWERS 


Hammond, [ll—StTATE BANK received 
a trust certificate from the Banking De- 
partment as of November 7, 1952. 

Crown Point, Ind. — LAKE County 
Trust Co. opened November 12, 1952, for 
trust business only. 

Frederick, Md.—If approved by stock- 
holders, FARMERS & MECHANICS NATION- 
AL BANK will assume all deposit liabil- 
ities and buy substantially all the assets 
of CITIZENS NATIONAL BANK. All employ- 
ees of both banks will be retained, and 
William H. B. Anders will become a vice 
president and chairman of the special 
advisory board of the Citizens office. 
Guy W. Nusz will be vice president and 
trust officer. 

Newark, N. J. — Upon approval of 
stockholders of both institutions, Na- 
TIONAL NEWARK & ESSEX BANKING Co. 
has taken over the Savings Investment 
& Trust Co., East Orange, effective 
December 15, as previously reported 
(T&E p. 927 Dec. 52). 

New York, N. Y.—Plans are under 
consideration whereby BANKERS TRUST 
Co. will acquire the BAYSIDE NATIONAL 
BANK. 


Huntington, N. Y.—Consolidation of 
First NATIONAL BANK of Huntington 
and the First NATIONAL BANK & TRUST 
Co. of Northport became effective under 
the new name of First SUFFOLK NATION- 
AL BANK. George A. Heaney is president 
and trust officer. 


New York, N. Y.—MOpDERN INDUSTRIAL 
BANK has been granted permission to 
convert into a commercial bank with 
trust powers (the first industrial bank 
in New York State to be so converted) 
under the name of COMMERCIAL STATE 
Bank & Trust Co. 

New Rochelle, N. Y.—As preliminarily 
reported at page 628, Sept. 752 T&E, 
NEW ROCHELLE TRUST Co. has opened its 
five offices in the city following merger 
with HuGUENOT TrusT Co., with no less 
than three women vice presidents in- 
cluding Dorothy I. Fraser, who is a 
trust officer. Robert N. Bavier is chair- 
man, while Ralph T. Tyner, Jr., is presi- 
dent of the new bank. Former president 
of Huguenot, Clayton E. Bixby, was 
elected executive vice president; and 
Lester A. Stoothoff made senior vice 
president and trust officer. 


A A A 


San Francisco, Cal.—Lou E. Townsend, 
who recently retired as vice president and 
advertising manager of BANK OF AMER- 
1cA N.T. & S.A., joined Charles R. Stuart, 
advertising, as vice president with new 
business as one of his functions. 

Chicago, Ill.—Dewey M. Beck, director 
of public relations of the Illinois Bankers 
Association for the past 8 years, has re- 
signed his position to assume active con- 
trol of the Northland Equipment Co. 
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WHERE THERE'S A WILL 


MARTIN L. CANNON, former president 
of the leading textile firm of Cannon 
Mills, left an estate estimated at $7,000,- 
000. To the educational and charitable 
Family Foundation bearing his name, 
founded in 1948, he bequeathed five per 
cent of the gross value of the estate 
coming into the hands of his executor — 
American Trust Co. of Charlotte, N. C., 
also named as trustee — as finally de- 
termined for Federal estate tax purposes 
prior to any deductions. In giving $20 a 
week for 50 weeks to his cook, Mr. Can- 
nen expressed the wish that she remain 
with his widow, further providing that 
any balance of the $1,000 remaining at 
her death within that period be used for 
funeral expenses. Similar provisions are 
made for other employees. 


Two trusts of 500 shares of Cannon 


| Mills stock — Class A or B as directed 


ib . 
if, ff 


by the executor, and increased pro rata 
by any non-taxable stock distribution be- 
tween the date of the will and the distri- 
bution of assets — are created to pay 
two employees income up to $1,200 each 
annually, the deficiency in any year to 
be made up out of accumulated income 
on hand or when otherwise available. 
The remainder on their deaths falls into 
the residuary estate. For each of eight 
named grandchildren and any others that 
might have been born subsequently dur- 
ing his life, Mr. Cannon set aside $10,000 
to be added to such trusts as may be 
managed by American Trust Co. under 
a separate letter or codicil. 


Declaring that he had already provided 
substantially for his wife, Mr. Cannon 
nevertheless established for her life a 
trust of 25 per cent of the rest of his 
estate, furnishing as nearly as possible 
25 per cent of the entire income. The 
remainder is added to the residue of the 
estate which is divided into three parts: 
one-half of one share goes outright to 
one son with the other half held in trust 
for his children; the second share is 
similarly disposed of for another son; 
one-quarter of the third share is given 
outright to the testator’s daughter with 
the other three-quarters in trust for her 
children. Final distribution of the trust 
funds is to be made as the beneficiaries 
reach 26, after their parent’s death, but 
not later than the day next preceding 
the expiration of 21 years after the death 
of the last of his children and grandchil- 
dren living at Mr. Cannon’s death. 


Louis ANNIN AMES, board chairman 
of the largest and oldest flag-making 
firm, Annin & Co., provided in his will 
for the equalization of his shares in the 
company between two daughters and 
their husbands. Following small tax-free 
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f 


legacies to six persons, Mr. Ames, who 
was a leading figure in patriotic societies, 
having served as president of the Sons 
of the American Revolution, placed the 
residue of his estate in trust, to be di- 
vided into two equal shares for his 
daughters. Ninety per cent of the in- 
come is to be paid out and the remaining 
ten per cent added to the principal, which 
on the daughters’ death is to be sub- 
divided into trusts for their children 
until age 21. Principal not exceeding 
$1,200 in any calendar year may be ex- 
pended for any beneficiary if the trustee 


deems it necessary for support. 


Mr. Ames directed his executor and 
trustee — Montclair (N. J.) Trust Co. — 
not to dispose of his holdings in the flag 
company or a real estate firm if the 
result would be to make the ownership 
of one daughter and her husband in 
these companies greater than that of the 
other daughter and her husband. The 
trustee is instructed to issue proxies to 
the daughters to vote the stock of the 
flag company and another trust com- 
pany. In a codicil naming the trustee, 
the testator spelled out its authority to 
invest under the new prudent man rule 
enacted in New Jersey in the interim. 


Davip A. SMART, founder, president 
and chairman of Esquire, Inc., publishers 
of Esquire and Coronet magazines, left 
a will executed ten days before his death 
as a result of surgery. In it he devised 
to his wife the ground on which stands 
the studio of Coronet Institutional Films 
— she to have the rents and the rever- 
sion of the lease to Esquire, Inc. — and 


also the “small house” occupied by her 
mother. To his executors and trustees, 
Mrs. Smart and Continental Ilinois Na- 
tional Bank and Trust Co. of Chicago, 
the noted publisher bequeathed 50 per 
cent of the value of his adjusted gross 
estate as finally determined for Federal 
estate tax purposes, less the aggregate 
amount of marital deductions, if any, 
allowed for property passing to Mrs. 
Smart otherwise than by this provision. 
In assigning assets to this Marital Trust, 
the trustees may not include stock of 
Esquire, Inc. except to the extent that 
it may be necessary to satisfy the be- 
quest. 


The corporate trustee is authorized in 
its sole discretion to pay over principal 
to Mrs. Smart for her medical care, com- 
fortable support and maintenance, tak- 
ing into consideration all other resources 
available to her as known to the bank. 
The remainder of the Marital Trust goes 
to Mrs. Smart’s estate or as she shall 
direct by her will. The trustees are fully 
protected in relying upon any instrument 
admitted to- probate anywhere as her 
will, or in acting upon the assumption 
that she died intestate if the trustees 
have no notice of the existence of a will 
within three months after her death. In 
default of appointment of the Marital 
Trust principal, it is to go with the resi- 
due of the estate to the Smart Family 
Foundation, established in 1951 by the 
testator and others as a charitable and 
educational foundation. Among the 


powers granted the trustees is the right 
to employ such agents, investment coun- 
sel and attorneys as are reasonably 
necessary in collecting, managing and 
protecting the trust property, their com- 
pensation to be paid out of the trust. 





Estate settlement problems 
Beneficiaries 


Real Estate Holdings 


in Rhode Island? 


Financial Interests 
Estate Creditors 


Call on New England’s oldest trust company for competent, 
cooperative assistance with any fiduciary matter. 


as 
Hospitat Trust ComPANY 


HEAD OFFICE I$ WESTMINSTER ST., PROVIDENCE If, R, I. 
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CURRENT LITERATURE NOTES 


Book 


Treatise on Average Investment 
Trusts and Companies Dealing 
with Stock Exchange Securities. 


ARTHUR SCRATCHLEY. M. A. Shaw and 
Sons, London, England. 1875. 168 pp. plus 
tables. Facsimile reproduced by Arthur Wiesen- 
berger and Co., New York. $5.00. 


It is indeed a commendable service to 
the investing public, in general, and 
those interested in investment companies, 
in particular, that the Stock Exchange 
firm of Arthur Wiesenberger and Co. has 
made available facsimile copies of this 
work. Apparently the earliest book deal- 
ing specifically with British Investment 
Companies, it constitutes the sixth di- 
vision of a series of “Treatises on Asso- 
ciations for Providen Investment;”’’ i.e., 
investing institutions for the person of 
modest means. 


The author, an eminent English bar- 
rister and actuary, was a prolific writer 
on investment media such as savings 
banks, insurance companies and building 
and loan societies as well as the new 
‘average investment trusts.’ The first 
edition of his work on the loan societies 
appeared in 1849 and, in 1891, just be- 
fore the Baring crash, the seventh edi- 
tion of this study on investment com- 
panies was published with revisions and 
additions to the original 1875 text re- 
viewed here. 


Half of this book is devoted entirely 
to a discussion of the investment trusts. 
The remainder contains an analysis of 
foreign loans as well as a profusion of 
intriguing tables on compound interest, 
sinking funds and bond drawings. The 
author quotes the opinions of prominent 
writers and others who warmly advocate 
this new medium of investment, much of 
which might be repeated today. The vir- 
tues of diversification (thus the term 


‘average investment trust’) and experi- 
enced selection are constantly referred 
to, as well as the evils of speculating by 
the non-professional on his own. Scratch- 
ley does not, however, hesitate to point 
out some defects of the then existing 
trusts. 


The prospectus of the first investment 
trust of any importance, the Foreign and 
Colonial Government Trust (now, For- 
eign and Colonial Investment Trust) 
founded in 1868, is given in its entirety 
as well as subsequent reports and state- 
ments of the Chairman at annual meet- 
ings. Details of the capital structure and 
important features of such present day 
companies (or their predecessors) as the 
Globe Telegraph and Trust, Governments 
Stocks and Other Securities Investment 
Co., the Municipal Trust Co., Railway 
Debenture and General Trust Co. and the 
Scottish American Investment Co., also 
present interesting historical data. 


But that which gives a book such as 
this its particularly delectable flavor is 
the contrast between today’s attitudes 
and those of an earlier period. Dividends 
were certainly generous even in new 
companies; for the chairman of a two- 
year old trust at the annual meeting 
“apologized for their only declaring 8 
per cent dividend when it was evident 
they might have proposed a larger one.” 
And in speaking of the unsatisfactory 
condition of its Louisiana State bonds 
and a proposition made previously 
“which amounted to nothing less than 
confiscation,” the chairman of another 
trust said that “the Republican party 
now seem to be supplanted by a party 
with more moderate views, and he hoped 
their return to power would be accom- 
panied by a return of that justice which 
was characteristic of Anglo-American 
communities.” 


H. A. L. 
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ARTICLES 
Tax Consequences of Gifts of Prop- 
erty to Closely Held Corporations 


Note, Harvard Law Review, Dec. 1952 (Gan- 
nett House, Cambridge, Mass.; $1.) 


The recent Diebold case indicates that 
examination of the consequences of dona- 
tions to corporations involves inquiry 
into whether the beneficiary of the gift 
is the corporation as an entity or each 
stockholder. The answer has effects upon 
all three taxes — income, gift and in- 
heritance. This note treats the problems 
under two broad categories — property 
other than the corporation’s own shares, 
and the corporation’s own stock. The gen- 
eral conclusion may be offered that, as 
to all three taxes, the courts are in- 
clined not to look beyond the corporation 
in determining the applicable tax base. 


It is Not What You Leave but What 

Remains 

SAMUEL L. ZEIGEN. Journal of the C.L.U.’s, 

Dec. 1952 (3924 Walnut St., Philadelphia 4; 

$1.50). 

The author — a lawyer as well as a 
chartered life underwriter — suggests 
a number of questions that should be 
called to the client’s attention to empha- 
size the importance of estate planning 
and to elicit his objectives. Under the 
heading of wills, he has questions about 
liquidity, double taxation, payment of 
estate taxes, joint property and other 
non-probate assets, common disaster, in- 
come taxes, emergency cash, inequity 
among children, business continuation, 
and wife’s will. Another section inquires 
into the problems of business interests; 
a third deals with life insurance ques- 
tions; while the final portion discusses 
gifts. 


Alter Ego, Life Insurance and Taxes 


GEORGE J. LAIKIN. Journal of the C.L.U.’s, 

Dec. 1952 (see above). 

Following a detailed analysis of the 
question of the estate taxability of pro- 
ceeds of insurance on the life of a cor- 
poration’s sole or controlling stockholder, 
under the alter ego or indirect payment 
of premiums test, the noted author con- 
cludes that a corporation may acquire 
such insurance without involving the 
stockholder in income or estate tax dan- 
gers provided: (1) the corporation is the 
applicant; (2) it holds all the incidents 
of ownership; (3) it is the beneficiary; 
(4) it pays all the premiums; (5) the 
insurance serves a corporate and bus- 
iness purpose; and (6) the insured has 
no rights in the policy or the proceeds. 
Examples of business purposes are set 
forth in the article. 


(In the same issue of the Journal is 
an article “Government Benefits and 
Estate Planning for Servicemen and Vet- 
erans,” by Charles K. Reid, II.) 
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INCOME TAX 


Forgiveness of income taxes of mem- 
bers of armed forces does not extend to 
estate. Decedent died Jan. 5, 1945, while 
on active duty as member of armed 
forces of United States. For calendar 
year 1945, income tax return was filed 
by his administrator, reflecting income 
of $16,271. From this amount was de- 
ducted 5/365 parts and tax was paid on 
balance. Administrator later filed claim 
f for refund of entire amount paid, on 
theory that Section 421 of Internal Reve- 
nue Code forgives all income taxes due 
by both decedent and his estate for 
normal 12 months tax year within which 
his death falls. District Court granted 
refund. 






















HELD: Reversed. There was no evi- 
dence of Congressional intent to forgive 
income tax due by any taxable entity 
other than individual serviceman. Statute 
is expressly restricted to case “of any in- 
dividual” who dies in active service. It 
relates to individual liability and not 
estate liability. Allen v. Bickerstaff, 
U.S.C.A.-5, Nov. 29, 1952. 















Right to postpone recognition of gain 
on involuntary conversion may be exer- 
cised by executor after death of tax- 
payer. Decedent, two days prior to his 
death, received a condemnation award, 
realizing gain on transaction. Decedent 
was unable during this short interval to 
reinvest proceeds in other property simi- 
lar or related in service or use to prop- 
erty so converted. After his death, his 
executor acquired similar property and 
claimed benefit of Code Section 112(f) 
in computing decedent’s tax liability for 
period ending with his death. Commis- 
sioner refused to allow postponement of 
recognition of gain on theory that con- 
ditions set forth in statute could be com- 
plied with only by taxpayer. Tax Court 
upheld Commissioner. 






















HELD: Reversed. Primary concern of 
Section 112(f) is reinvestment of pro- 
ceeds of involuntary conversion in pre- 
scribed manner. It is not required that 
reinvestment be made in taxpayer’s life- 
time. Right to postpone recognition of 
gain does not die with taxpayer. Estate 
of Goodman v. Comm., U.S.C.A.—3, Nov. 
26, 1952. 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


Dividends paid on stock, where mere 
right to receive income was transferred 
to trusts, held taxable to grantor. In 1941, 
taxpayer, resident of Louisiana, com- 
munity property State, created separate 
trusts for each of his nine children. He 
transferred to each trust a beneficial in- 
terest in certain stock, legal title to which 
was retained by grantor and represented 
70% of his holdings in the two com- 
panies. Trustees were directed to pay in- 
come to beneficiary or legal representa- 
tive of any infant beneficiary. In their 
discretion, however, trustees might set 
aside portions of net income for rein- 
vestment. From 1942 through 1944, divi- 
dends were paid to grantor as _ stock- 
holder of record and deposited in his 
bank account. Grantor thereupon drew 
his checks to trustees for amount due on 
stock supposedly transferred to trusts. 
Commissioner determined that taxpayer 
and his wife were each taxable on one- 
half ef income paid to trusts. 


HELD: Commissioner sustained. Since 
substantial and important attributes of 
ownership were retained by settlor, as 
well as full legal title to stock, donations 
of grantor to trusts were no more than 
conveyance of right to receive dividends. 
Owner of property must transfer more 
than bare right to receive income of 
property, if he is to escape incidence of 
tax wpon such inncome. Richards v. 
Comm., 19 T.C. No. 49, Nov. 28, 1952. 


Depreciation disallewed on furniture 
and fixtures sold to former employee at 
book value which was zere. Decedent 
provided in his will that individual who 
had been in his employ for a long time 
should continue his business to end of 
current fiscal year, at which time, em- 
ployee was to have option to purchase 
all assets at their book value. Will speci- 
fically provided that good will of busi- 
ness and right to continue use of dece- 
dent’s name be an outright gift to em- 
ployee. Employee purchased business, 
formed corporation to continue same, and 
became its president. Purchase included 
furniture and fixtures which had been 
depreciated on decedent’s books to zero. 
Corporation set up furniture and fix- 
tures on its books at $7,000 and took 
depreciation on that amount, contending 
that since president was given option to 


purchase assets of business at their book 
value and the furniture and fixtures were 
carried on books at no value, will of 
decedent in legal effect gave them to 
president. as testamentary gift. There- 
fore, since fair market value of furniture 
and fixtures was $7,000 at date of de- 
cedent’s death, corporation claimed de- 
preciation on that figure. Commissioner 
disallowed deduction. 


HELD: Commissioner sustained. Will 
of decedent showed no such intention and 
since furniture and fixtures were carried 
on books of decedent at zero, no deprecia- 
tion should be allowed. Morse Co. v. 
Comm., T.C. Memo, Nov. 15, 1952. 


Contribution to pension trust by clini- 
cal association not taxable to beneficiary 
of trust since association was taxable as 
corporation, not as partnership. Prior to 
June 1948, Clinic was partnership com- 
posed of doctors practicing in Missoula, 
Mont. As Clinic grew in size, and to 
minimize problems of cumbersomeness 
because of necessity for consent of part- 
ners to various details of management, 
taxpayer, one of partners, organized 
Clinic as an association, which then hired 
all office personnel, purchased equipment 
and collected in its own name all money 
earned by staff. Association established 
pension trust for its employees. In 1948 
it contributed $976 to pension trust for 
benefit of taxpayer and also set up 
$1,141 as reserve fund. Commissioner, on 
theory that association was partnership, 
included both pension trust contribution 
and amount set up as reserve in taxpay- 
er’s income and assessed deficiency. 


HELD: Refund granted. Clinic was 
association taxable as corporation, and 
not partnership. Since pension trust was 
valid under Code Section 165(a), amount 
contributed by association for benefit of 
taxpayer was not taxable to him. Further, 
amount set aside by association as re- 
serve fund was its sole property and not 
income in hands of taxpayer. Kintner v. 
United States, U.S.D.C., Mont., Oct. 6, 
1952. 


Payment of gratuity to widow of for- 
mer employee of stock exchange not de- 
ductible as ordinary and necessary ex- 
pense. Taxpayer, unincorporated associ- 
ation, in 1875 established a Gratuity 
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Fund which, since that time, has been 
managed by trustees. Funds of Exchange 
and of Gratuity Fund are separately 
held and accounted for in separate books 
and records. Upon death of member of 
Exchange, trustees were required to pay 
out certain benefits to widow. In 1944, 
Exchange filed single return in which it 
reported all receipts of Exchange and 
Trustees of Gratuity Fund, and took de- 
ductions on behalf of both. Among de- 
ductions was payment of $900 to widow 
of deceased employee as ordinary and 
necessary business expense. Commission- 
er determined first that separate returns 
should be filed, and second, that payment 
of $900 to widow of deceased member 
was not deductible. 


HELD: Commissioner sustained. Since 
Exchange and Gratuity Fund kept sepa- 
rate books of account, income of each 
could be determined, and therefore sepa- 
rate returns should be filed. There was 
no evidence that $900 payment was made 
pursuant to any contract or under es- 
tablished pension plan. Nor was there 
any evidence that widow had performed 
any services or that payments were for 
past compensation of deceased employee. 
Philadelphia-Baltimore Stock Exchange 
v. Comm., 19 T.C. No. 47., Nov. 28, 1952. 


ESTATE TAX 


Insurance company not transferee or 
trustee within meaning of Section 827(b). 
Taxpayer insured life of decedent under 
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CONDENSED STATEMENT OF CONDITION, DECEMBER 31,1952 


ASSETS 

Cashon Handandin Banks .-- #4. --++e«6-s $ 224,647,054.72 
United States Government Securities. .... - 487,295.956.36 

unici: d Other Securities. including 
~~ of ae Federal Reserve Bank ..... . 135,463,592.32 
Loansand Discounts ....-++-:+- a a 470,374,960.60 
Bank Premises ok we oe Be ieie © & 6°e7eie @ 3,332,390.73 
Other Real Estate ...«+-e¢e2e2e2ee e228» 1.00 
Other Assets * *e 7 7 . . . . . : * 7. . * . * . 4,570,674.25 
$1,325,684,629.98 

LIABILITIES 

Capital Stock ....+-.-.--+ $ 17,500,000.00 

Surplus re se 6 6 @ @ 42,.500.000.00 

Undivided Profits ..... 8,468,887.81 

Reserve for Contingencies . . 3,000,000.00 
Capital Funds $ 71.468,887.81 

DEPOSITS 

Commercial and Savings $1,205,321,868.93 
Estates and Corporate Trust . 37,409,869.92 1,242,731,738.85 
Accrued Taxes. Interest,etc. . .. +++ sees 8,195,112.92 
Other Liabilities em. le a ee R _3,288,890.40 
$1,325.684,629.98 


United States Government Securities carried at $115,631,191.90 are pledged tosecure U. 8. Govern 
ment Deposits and other Public Funds and for other purposes as required or permitted by law 


Assets are shown NET after deducting Valuation Reserves. 
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three policies on which net amount 
due at decedent’s death in 1945 was 
$5,494. Policies contained settlement 
agreements providing for retention of 
proceeds until beneficiaries attained cer- 
tain ages. Commissioner assessed defici- 
ency of $15,725 against estate, of which 
he claimed $5,241 constituted taxpayer’s 
liability as transferee and trustee of 
property of decedent’s estate under Code 
Section 827(b). 


HELD: Commissioner overruled; tax- 
payer was not a transferee. Section 827- 
(b) does not apply to insurance com- 
panies. Only beneficiaries may be liable 
thereunder for proceeds includible in 
gross estate. Equitable Life Assurance 
Soc. of U. S. v. Comm., 19 T.C. No. 37, 
Nov. 19, 1952. 


Envelope in safe deposit box, bearing 
name of decedent’s wife, not part of de- 
cedent’s estate. In decedent’s safe deposit 
box there was found $30,000 in currency 
in envelope marked “Marguerite Van 
Dever,” decedent’s wife. This was not 
included in estate tax return. Box also 
contained another $30,000, with no wrap- 
ping or name, and held together merely 
by rubber band and string. This last 
amount was included in estate tax return. 
Commissioner determined that $30,000 
in envelope was also part of decedent’s 
estate and assessed deficiency. 


HELD: Commissioner overruled. Evi- 
dence showed that when safe deposit box 
was first rented in 1944, wife was with 
decedent and even inquired of bank’s 
vice president whether any doubt could 
arise as to ownership of her money if 
kept in same box, and he told her it 
would be all right, but her money should 
be marked to distinguish it from that 
of her husband. This was a definite indi- 
cation of wife’s ownership of $30,000 in 
question. Estate of Van Dever v. Comm., 
T.C. Memo., Dec. 8, 1962. 


Estate tax held constitutional. Exeeu- 
tor paid estate taxes on decedent’s estate 
under protest and subsequently filed suit 
to recover amount paid. He alleged that 
(1) Section 3760(a) and (b) and Section 
3761 of Internal Revenue Code author- 
izing compromise and closing agreements 
conferred legislative functions upon ex- 
ecutive department of government in vio- 
lation of Article 1, Section 1 of Consti- 
tution, (2) under said sections tax could 
be imposed which was not uniform as 
required by Article 1, Section 8 of Con- 
stitution, (3) Section 811(c) of Code 
was also unconstitutional; and (4) since 
decedent was confined to hospital at time 
of death and was unable to make gifts 
and thus save taxes because of difference 
in estate and gift taxes, her property 
was being taken without due process of 
law. District Court denied recovery. 


HELD: Affirmed. (1) No closing 
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agreement or compromise agreement was 
entered into and, therefore, question was 
not properly before Court. (2) As te 
aniformity required by Constitution, that 
is satisfied since liability under estate 
tax law is same in all parts of United 
States. (3) Attack on Section 811(c) re- 
specting transfers made in contempla- 
tion of death was based purely on hypo- 
theses, since no such transfers were in- 
cluded in decedent’s estate. (4) Fact that 
there were differences between gift taxes 
and estate taxes did not result in taking 
property without due process of law. 
Estate of Heitsch v. Kavanagh, U.S.C.A. 
—6, Nov. 19, 1962. 


Estate of Citizen of Puerto Rico who 
is also citizen of United States not sub- 
ject to Federal estate tax. Decedent, who 
died in New York City, was born in 
Puerto Rico and domiciled there through- 


out his life. At request of Treasury De-- 


partment, executors filed Federal Estate 
Tax return showing stocks and bonds 
physically located within United States. 
Executors claimed that no tax was due. 
Commissioner assessed deficiency on 
theory that decedent was non-resident 
alien. 


HELD: Commissioner overruled. One 
who was citizen of United States by 
reason of birth and citizenship of Puerto 
Rico at time of death, is not subject to 
Federal Estate Tax. Careful omission of 
American citizens who are residents and 
citizens of Puerto Rico negatives any 
intention on part of Congress to record 
such persons as subject to Federal estate 
tax. Since Puerto Ricans are also citizens 
eof United States by virtue of Jones Act, 
estate of decedent herein was not subject 
to Federal estate tax. Estate of Rivera 
v, Comm., 19 T.C. No. 38, Nov. 21, 1952. 


Trusts with power reserved to grantor 
to terminate, includible in grantor’s gross 
estate. Decedent created trust for one 
son in 1924. In 1929, he established two 
more trusts for his daughter and an- 
other son. Each trust provided that prin- 
cipal should be paid over to beneficiary 
upon reaching age twenty-five. Donor 
was trustee of each trust and had power, 
in his discretion, to accumulate any part 
ef income until beneficiary became of 
age. Either before or after beneficiary 
reached majority, trustee could, in his 
discretion, pay over part or all of princi- 
pal to beneficiary. Trust instrument made 
ho provision for gift over to any one else 
in ease beneficiary died before reaching 
twenty-five, and had not before his death 
received principal of fund. In 1934 de- 
cedent executed three supplemental in- 
struments confirming fact that each of 
above trusts was irrevocable. Upon death 
of donor in 1942, Commissioner deter- 
mined that principal of trusts was in- 
cludible in decedent’s estate and assessed 
deficiency. 
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HELD: Refund denied. Power of 
grantor to pay over principal was, in 
truth, power to determine whether bene- 
ficiary should, or should not, have en- 
joyment of property. It was not mere 
question of acceleration of payment, 
whether he should enjoy property sooner 
or later, but whether he should enjoy it 
all, or not. Thus donor had not relin- 
quished control over trusts that is re- 
quired under Section 811(d)(2) of Code 
in order to avoid tax. Estate of Lober v. 
United States, U.S. Ct. Cl., Dec. 2, 1952. 


BUREAU RULINGS 


Non-resident beneficiaries of pension 
trusts. Internal Revenue Bureau has is- 


sued exhaustive ruling relating to appli- 
cability of Sections 165(a) and 23(p)(1)- 
(B) of Code, to stock bonus, pension, 
profit-sharing and annuity plans in case 
of non-resident beneficiaries, and taxa- 
bility of distributions under any such 
plan, where such distributions are to 
non-resident and are based, wholly or 
partly, on services rendered outside 
United States. Mimeograph No. 71 and 
No. 22, Dec. 1, 1952. 
A AA 


Revised regulations on charities. Sec- 
tions 81.44 and 81.45 of Estate Tax Regu- 
lations 105 have been amended as to 
deductions for transfers to charitable or- 
ganizations, to conform to 1950 Act. 





FIDELITY-PHILADELPHIA 
TRUST COMPANY 


ORGANIZED 1866 
BROAD AND WALNUT STREETS, PHILADELPHIA 9 


STATEMENT OF CONDITION DECEMBER 31, 1952 


ASSETS 


Cash and Due from Banks 
U.S. Government Securities . 


State, County and Municipal Securities . . . 


Other Securities. 
Loans, less Reserve 


: $ 72,746,572.10 
oes 58,183,302.95 
13,095,504.26 
10,868,971.37 
107,592,344.09 


Mortgages. i Ries pba ee 1,915,540.69 
Investment in Fidelity Building Corporation . 2,489,117.48 
Branch Offices and other Real Estate. . . . 1.00 
Furniture, Fixtures, Leasehold Improvements. 430,484.78 
Accrued Interest Receivable. 919,337.79 
Prepaid Expenses and Other Assets 164,886.41 

Total Assets . $268,406,062.92 

LIABILITIES 

Deposits. . ‘ $237,583,700.02 
Unearned Discount 442,092.55 
Other Liabilities. . Leaks 58,153.34 
Reserve for Interest, Taxes, etc. 1,378,454.87 

Total Liabilities . $239,462,400.78 


Reserve for Contingencies. 
Capital Funds 
Capital . 
Surplus . 
Undivided Profits . 
Tota! Capital Funds . 
Total Liabilities, 


Reserve and Capital Funds . 


$ 2,000,000.00 


. « « $ 6,860,009.00 
15,640,000.00 
4,443,662.14 


$268,406,052.92 





Member Federal Reserve System 


United States Government obligations and other securities carried in the above 

statement are pledged to secure Government, State and Municipal deposits, 

Clearing House Exchanges, and for fiduciary purposes as required by law 
in the sum of $47,787,237.82 


HOWARD C. PETERSEN, President 


Member Federal Deposit Insurance Corporation 
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RECENT FIDUCIARY DECISIONS 


CLaIms — Item for Services to Dece- 
dent Based on Oral Promise to De- 
vise Not Barred by Acceptance of 
Legacy 

Massachusetts—Supreme Judicial Court 
Turner v. White, 1952 A.S. 1159; Dec. 3, 1952. 


Action of contract against the executor 
under the will of Eaton to recover for 
services rendered. Eaton had told plain- 
tiff and her deceased husband that he 
had arranged in his will that the proper- 
ty should go to them if they would stay 
with him as long as he lived. They stayed 
with him until his death. Eaton’s will 
did not give the property to them, but 
legacies of $25,000 and $5,000. These 
were paid to them by the executors. As 


the oral promise to make a will was void 
because of the Statute of Frauds, the 
suit was for the value of their services. 
The jury rendered a-verdict in favor of 
the plaintiff as executrix. The defendant 
alleged exceptions. 

HELD: Exceptions overruled. Plain- 
tiff was not barred from making the 
claim by the doctrine of election because 
of accepting the legacies under the will. 
The acceptance of a legacy is not incon- 
sistent with a claim against the estate 
for services. 

As to the measure of damages, the 
plaintiff was entitled to put into evidence 
testimony as to the valuation which 
Eaton himself put upon their services in 
the promise he made to them. 
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LIFE TENANT & REMAINDERMAN — 
Former Entitled to Deed Property 
for Support 


Missouri—Supreme Court 
Gent v. Thomas, 252 S.W. (2d) 345. 


Testator devised to his wife “all my 
property of every kind and description, 
real, personal and mixed, and whereso- 
ever located, to hold and enjoy during 
the term of her natural life, and at her 
death, whatever shall remain thereof 
shall go and become the absolute property 
of my nephew, Rush Gent, his heirs and 
assigns, forever.” 


After testator’s death the widow con- 
tracted with her sister to render needed 
housekeeping and nursing service and, 
in consideration thereof, deeded the farm 
to the sister. The widow died nine months 
later. The trial court set aside the deed 
and found title to the farm to be in the 
nephew. The widow’s sister appealed. 


HELD: Reversed. Testator intended to 
give his widow power to entrench upon 
and consume the corpus of the estate if 
necessary for her personal use and sup- 
port. Viewed as of the time the deed was 
executed, the conveyance was reasonably 
necessary. The rental from the farm 
was insufficient; and, if it had been sold, 
the proceeds would have been exhausted 
in 4% years. There was no evidence that 
the widow would live only a short time. 


LIFE TENANT & REMAINDERMAN — 
Life Estate Created in Personalty 


North Carolina—Supreme Court 
Woodard v. Clark, 236 N.C. 190. 


Testator gave his daughter one-half of 
his residuary estate consisting of both 
real and personal property. A codicil con- 
tained the following provisions: “I have 
no desire to hamper or restrict her in 
the ownership of the property which I 
am giving her . . . but I do desire in the 
event she dies without issue surviving, 
that the property which I have given to 
her ... shall pass to such of her kinsmen 
as are of my blood, as hereinafter 
named.” Neither the will nor codicil con- 
tained any provision giving the daugh- 
ter unrestricted power of disposition nor 
were there any conditions indicating a 
gift over after her death of “property 
undisposed of.” The daughter had no 
natural children but two adopted chil- 
dren. In 234 N. C. 215, the court con- 
strued the codicil as effectively disposing 
of the property to others if the daughter 
died without issue surviving, and held 
that the daughter could invest and rein- 
vest the property, but that she did not 
have a defeasible fee. Then the case was 
remanded for revision of the judgment. 
In the revised judgment the court below 
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held in substance that the daughter held 
the property in trust with the powers of 
a trustee to sell, exchange, invest and 
reinvest and use income, but that all of 
the property, both real and personal, 
would pass to the remaindermen upon 
her death leaving no issue. Upon the sec- 
ond appeal the principal question was 
whether or not the judgment was correct 
as applied to the personal property. 


HELD: The daughter did not acquire 
an absolute interest in the personal 
property. Where a life estate is created 
by will in personal property, and the life 
tenant does not have unrestricted power 
of disposition, an enforceable estate vests 
in the remaindermen. Such an estate can- 
not be created by deed. This case is dis- 
tinguishable from cases in which a life 
estate in personal property is given by 
will with unrestricted right of disposi- 
tion. 

















LIFE TENANT & REMAINDERMAN — 
Trustee Surcharged for Subordinat- 
ing Interests of Remaindermen to 
Interest of Life Beneficiary 








New York—Supreme Court—New York Co. 


Matter of Bankers Trust Co., N.Y.L.J., Dec. 
10, 1952. 







At the request of the life beneficiary 
who was in a high income tax bracket, 
the trustee redeemed United States Sav- 
ings Bonds and invested the proceeds in 
a tax-free securities. The redemption re- 
sulted in a loss of $3,290.70. Upon the 
application to settle the accounts of the 
trustee, the guardian ad litem for infant 
remaindermen objected to the loss. 


HELD: Trustee surcharged for the 
amount of the loss. The action of the 
trustee amounted to an unwarranted sub- 
ordination of the interests of the re- 
maindermen to the interest of the life 
beneficiary. It had no power to redeem 
the bonds at a loss for the sole purpose 
of effecting a higher net income for the 
beneficiary. 














JURISDICTION — Personal Property 
of Nonresident Decedent 






California—District Court of Appeal 


Estate of Glassford, 114 A.C.A. 234 (Nov. 12, 
1952). 






Grace Glassford, a widow, came to Los 
Angeles in January 1949, and died there 
in May. She had been a resident of New 
York and her will was probated there 
in October 1949. In May 1950, the Public 
Administrator of Los Angeles County 
was appointed Special Administrator 
With General Powers. He also filed a 
petition for probate of will and codicil 
and for letters of administration with 
the will annexed. On the objection of 
persons interested in the estate and the 
executors of the will, the Probate Court 
dismissed the petition. 
















Although the Court finds that the de- 
cedent never gave up her New York 
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residence, she had certain property or 
evidences of property in Los Angeles 
County, namely, a bank account, United 
States bonds in a safe deposit box in 
the amount of $58,000, and a fur coat 
stored with a local department store. 
The department store had filed a claim 
for $105 and the County of Los Angeles 
a claim for $62 for taxes. 

HELD: Reversed. (1) Each state has 
plenary power to regulate estates of de- 
ceased persons so far as such property 
is legally situated within its borders. To 
prevent injury or inconvenience to local 
creditors, a state may refuse to permit 
property of a decedent to be withdrawn 
until such debts have been satisfied. 


(2) As to bonds, for purposes of an- 
cillary administration they may be 
treated as assets in the place where the 
documents are found; debts (including 
bank accounts) are assets at the domicile 
of the debtor. 


PERPETUITIES — Remainder Valid if 
Circumstances at Time of Lapse of 
Power Comply with Rule 


Massachusetts—Supreme Judicial Court 


Sears v. Coolidge, 1952 A.S. 911, Oct. 31, 


1952. 
See article by Guy Newhall at page 
13 of this issue. 


Powers — Limitations — Trust to 
Distribute on Locating Beneficiary 
is not Passive 


Pennsylvania—Supreme Court 
Bergland Estate, decided Nov. 18, 1952. 


Testator left his residuary estate in 
trust to distribute the same to his sister, 
a resident of Sweden, payment to be 
made only after the trustee was satisfied 
“that my sister so named is the person 
to which I refer.” He further directed 
that the transmittal of the funds was 
to be by any accepted means that the 
trustee deemed fit, and provision was 
made for the deduction of all costs and 
expenses incident to the administration 
of the trust. At the audit, the Swedish 
Vice Consul, acting as attorney in fact 
for the sister, claimed that the trust was 
passive and the fund should be awarded 
directly to her without the intervention 
of the trustee. The lower court awarded 
the fund to the trustee for the purposes 
of the trust and the attorney in fact ap- 
pealed. 


HELD: Affirmed. The trustee had not 
merely the power and ministerial duty 
to distribute but the active and im- 
portant duty of making payment only 
after being satisfied that the distributee 
was testator’s sister. It is reasonble to 
assume that testator believed or knew 
that because of world conditions, persons 
in foreign lands adjacent to the Iron 
Curtain may suddenly disappear or be 
liquidated, or that money sent to a leg- 
atee in such a country may not reach 
her in whole or in part. 
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REAL PROPERTY — Inter Vivos 
Transfer Nullifies Testamentary 
Trust 

Arkansas—Supreme Court 
Jennings v. Bowman, 249 S.W. (2d) 111. 


Jennings bequeathed all his property 
to his three children and wife in equal 
shares. The will provided that one son’s 
share shall be held in trust. Before 
testator died he deeded the land involved 
in this litigation to his wife. However, 
in his will he stated that this conveyance 
was a temporary expedient and not a 
desire to vest title in his wife, but 
rather he intended for his wife to hold 
it in trust for him and his heirs. The 
widow attempted to convey out fee sim- 
ple title to each child. 


HELD: The deeds conveyed fee simple 
title and son’s grantee acquired title free 
of trusteeship. 


TAXATION — Estate & Inheritance — 
Will Clause Did Not Exempt Sur- 
viving Joint Owners and Trust 
Beneficiary of Bank Accounts from 
Share of Taxes. 


Massachusetts—Supreme Judicial Court 


Malden Trust Co. v. Bickford, 1952 A.S. 1179; 
Dec. 4, 1952. 


The will contained the following clause: 
— “I direct that all taxes of every kind 
upon the whole or any part of my estate, 
including inheritance, estate and trans- 
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fer taxes, both state and federal, shall 
be paid from the residue of my estate, it 
being my desire that the legatees and 
devisee herein shall receive the full 
amount of their legacies and devise with- 
out the deduction of any tax.” Contro- 
versy arose between the residuary lega- 
tee and a group of surviving bene- 
ficiaries of joint accounts and trustee 
accounts in savings and co-operative 
banks as to where the burden of Federal 
and Massachusetts Estate and Inher- 
itance Taxes fell. All the surviving joint 
account beneficiaries and the trust bene- 
ficiary received money legacies under 
the will, and likewise the residuary 
legatee. All were friends of the testatrix. 
The will contained 33 legacies and de- 
vises. The joint accounts, etc., were in- 
cluded in the gross estate for Federal tax 
purposes. The probate judge decreed that 
the taxes fell on the residue and the 
residuary legatee appealed. 


HELD: The words “my estate” meant 
the probate estate, not the taxable estate. 
The language of the will was not broad 
enough to exempt the surviving joint 
owners and trust beneficiaries from pay- 
ing their own Massachusetts Tax and 
their pro rata portion of the Federal 
Estate tax. 


WILLs — Construction — Devise of 
Realty Construed as Bequest of 
Corporate Stock 


New York—Surrogate’s Court—New York Co. 
Matter of Wyler, N.Y.L.J., Nov. 10, 1952. 


At the time she signed her will and at 
the time of her death, the deceased owned 
all of the stock of a realty corporation. 
She owned no realty directly at either 
time but had inaccurately advised the 
draftsman of her will that she was the 
owner of the real property which she in 
fact owned only through her shares in 
the corporation. She made a devise in 
her will “*** of any real property owned 
by me ***,” 

HELD: What the deceased intended 
was a bequest of the stock and not a de- 
vise of realty she did not own. The sub- 
stance of the gift is of more importance 
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than the words in which it was attempted 
to be given. 


WILLS — Construction — Remain- 
ders Accelerated Where Widow 
Life Tenant Dissents from Will 


North Carolina—Supreme Court 
American Trust Co. v. Johnson, 236 N.C. 594. | 
The testator left a widow and no issue. 
By the terms of his will he devised to his | 
sister his home with the household furni- 
ture for life plus $750 to be paid out of 
his estate for life. After her death the 
real and personal property were devised 
to three nephews. He gave each nephew 
the sum of $25,000, payable out of his 
estate when funds were available as de-' 
termined by his executors. He gave a) 
large number of gifts to business asso- | 
ciates, personal friends and servants 
to be paid at the same time as the pay- 
ments to the nephews. He left the residue | 
of the estate to his wife for life and at 
her death to his nephews in equal 
amounts “if then living and to their 
surviving children in the event of their 
death.” The widow dissented from the 
will. 


HELD: The interests of the nephews 
were accelerated by the dissent, and took 
effect at the death of the testator. North 
Carolina follows the general rule that, 
under the doctrine of acceleration, “vest- 
ed remainders take effect immediately| 
upon the death of the testator where the} 
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life estate has failed prior to the death| afte: 


of the testator, or immediately after the 
determination of the life estate subse- 
quent to the testator’s death .. . in 
the absence of an express or implied pro- 
vision in the will to the contrary.” In 
this case the enjoyment of the remain- 
ders was postponed solely for the benefit 
of the preceding estate. 


Union National Bank v. Easterby, 236 N.C. 599. 


The facts in this case are not material- 
ly different from those above except that 
the widow dissented after making an 
agreement with the remaindermen by 
which she would receive certain pay- 
ments in excess of the amounts which 
she would receive by law. 
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HELD: As. to the acceleration of the 
remainder interests this case is governed 
by the decision in American Trust Co. 
vy. Johnson. The fact that the widow dis- 
sented by reason of an agreement with 
the remaindermen is immaterial “in the 
absence of evidence that the widow was 
induced to dissent without knowledge of 
her rights and to her prejudice.” There 
was no such evidence in this case. 


NOTE: These cases should be read 
in connection with Neill v. Bach, 231 
N. C. 391, in which it was held that the 
acceleration of the vesting of the re- 
mainder would not change the date when 
the final roll call would be made to as- 
certain the members of the class to whom 
the remainder was given. 
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Interest in Tenancy by Entirety 
not Diminished by Husband’s Will 


Indiana—Supreme Court 
Johnson v. Hicks, 108 N.E. (2d) 129. 


By Item II the testator gave all his 
property to his wife for life “with such 
exceptions to follow.” The controversy 
arose out of Item VII in which the testa- 


‘ook| tor attempted to dispose of real estate 
rth} held as tenants by the entirety as fol- 


hat, 
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lows: “As to our home... which is held 
by enitrity (sic), in both of our names, 
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other property after her death, and which 
can be done as to this part, as in the 
case of Young v. Biehl, 78 N. E. 406, 
144 Ind. 1 (166 Ind. 357, 77 N. E. 
406) .” 


The widow filed no statutory election 
to reject the will and take under the 
law. Other beneficiaries under the will 
contended that the widow’s interest in 
the home held as tenants by the entirety 
was limited to a life estate by virtue of 
the doctrine of equitable election. The 
court decision referred to in Item VII 
held that a widow was equitably estopped 
from asserting her title as survivor of 
the entirety where the husband’s will 


gave her a life estate in his lands and in 
land held by them as tenants by the 
entirety and she did not elect to reject 
the will and take under the law. The 
lower court found the widow had done 
nothing in the case which would divest 
her of title to the property in question. 


HELD: Affirmed. Had the testator been 
the fee simple holder of the home the 
language of Item VII would have de- 
vised a fee simple title to his widow. 
Under Indiana statutes a general devise 
passes a fee simple title unless the in- 
terest is reduced by other language clear- 
ly showing an intention to cut down the 
interest. Such interest cannot be cut 
down by subsequent provisions that are 
not as clear and decisive as the word de- 
vising the interest. The last clause of 
Item VII may have meant something to 
the testator but it cannot be construed 
to limit the prior gift in fee to a life 
estate. Item VII gave the widow the 
same interest she already had as sur- 
viving tenant by the entirety and there 
was no necessity for her to make any 
election to take under the law to prevent 
the will from affecting her title to the 
real estate. 


WILLs — Probate — Attesting Wit- 
ness Disqualified by Mere Power 
as Executor ‘to Distribute Dece- 
dent’s Personalty 


Maine—Supreme Court 
Estate of Wallace E. Kelly, 92 A. (2d) 724. 


The testator made the following pro- 
vision: “I direct my executor to dispose 
of my clothing and other personal arti- 
cles and effects, as he in his sole dis- 
cretion may deem best.” The executor 
was one of the attesting witnesses to the 
will, and the question was whether he 
was beneficially interested thereunder. 


HELD: Will denied probate. Earlier 
cases “demonstrate how far courts have 
gone, particularly this one, in holding 
the rule of disqualification by beneficial 
interests down to one that is personal. 
They do not hold it down to one that is 
substantial. They do not require that it 
be direct. They establish that one is not 
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disqualified as a witness to a will by a 
bequest in favor of his church, his town, 
a social club in which he holds member- 
ship, or an individual -who is his ward. 
A contingent beneficiary may not be a 
witness. Neither may the wife or husband 
of a beneficiary. It is the fact of the 
benefit, direct or contingent, and not the 
measure of its value which controls. 

“The power of disposition of property 
is the equivalent of ownership and the 
title thereto would vest in him (the Ex- 
ecutor) under the will and remain with 
him until he passed it elsewhere. The 
will cannot be allowed, because he was 
not such a witness as the statute con- 
templates.” 


WILLs — Joint & Mutual — Contes- 
tant of Earlier Will Must Show 
Continuing Recognition of Joirit 
Will 

Kentucky—Court of Appeals 
Epley v. Epley, 251 S.W. (2d) 451. 


It was alleged in the petition that in 
1937 Theodore L. Epley and his wife, 
Nannie, executed a joint will pursuant 
to an agreement that each would will 
his or her property to the other, and at 
the death of both all of the property 
owned by either would go to the plain- 
tiff. It was further alleged that upon the 
death of Theodore, Nannie through 


fraud or inadvertence caused to be pro- 
bated a 1928 will executed by Theodore 
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which bequeathed all of his property to 
her, and that prior to her death she de- 
stroyed the joint will. 


The trial court sustained a special de- 
murrer to the petition on the ground 
that it lacked jurisdiction of the subject 
matter since no appeal had been taken 
from the order of the county court pro- 
bating the 1928 will. Since, however, on 
appeal both parties briefed the case as 
if the special demurrer presented all 
questions which might have been raised 
by both a special and general demurrer, 
the Court elected to decide the case on 
the questions raised. 


The plaintiff relied upon a prior de- 
cision in which the Court had held that 
where a joint will is based upon a con- 
tract, the estate of the survivor is im- 
pressed with a trust for the use and 
benefit of the legatees of the joint will, 
enforceable by a court of equity if the 
survivor revokes the joint will. 


HELD: Affirmed. Because of ease with 
which wills may be revoked, the re- 
quirements of pleading and proof in 
eases involving lost or destroyed wills 
are rigid. The postponement must show: 
(1) due execution of the alleged will, 
(2) its loss or misplacement, (3) its 
contents, and (4) continued recognition 
of the will by the testator or other acts 
on his part showing its non-revocation.” 
Because there was no allegation that the 
testator continued to recognize the joint 
will up to the time of his death, the de- 
murrer was properly sustained. 


WiLLs — Probate — Decree May 
not be Attacked Collaterally on 
Basis of Wrongful Conduct 


Pennsylvania—Supreme Court 
Mangold v. Neuman, 371 Pa. 496. 


Decedent’s will made provision for his 
three children and their respective issue. 
By codicil, his bequests to his daughter 
and her issue were revoked. The will 
and codicil were probated and no appeal 
was taken from the decree of probate. 
The disinherited daughter and her issue 
brought suit in the Common Pleas Court 
in trespass on the case for conspiracy 
against another daughter of decedent 
and her husband, alleging that the de- 
fendants conspired to secure decedent’s 
execution of the codicil when decedent 
did not possess testamentary capacity. 
The damages alleged were in excess of 
seven and one-half million dollars, being 
the approximate value of the interest 
which plaintiffs lost through the actions 
of the defendants. Plaintiffs contended 
that the action was an attack on the con- 
duct of defendants in the fraudulent pro- 
curement and probate of an_ invalid 
codicil which had the effect of depriving 
them of decedent’s bounty under the 
admittedly valid will, and not an attack 
on the codicil. Defendants’ objections to 
the complaint were sustained. 


HELD: Affirmed: The decree of pro- 
bate of the Register of Wills is a decree 
in rem and when the steps required by 
law are taken, the decree is conclusive. 
Plaintiffs’ charge is in direct impeach- 
ment of an unreversed or unanulled de- 
cree of the Register of Wills to the con- 
trary. There is a well defined distinction 
between an attempt to impeach col- 
laterally a judicial decree of probate and 
a case where the decree of probate is 
not attacked but is admitted to be valid 
and the decedent has been prevented 
from modifying or revoking the admit- 
tedly valid probated document through 
physical restraint or fraud to the injury 
of an intended testamentary beneficiary. 
The latter situation is legally and logical- 
ly disparate from the present case. 


WILLs — Probate — Will not Re- 
voked by Pencil Alterations and 
Cancellations 

Massachusetts—Supreme Judicial Court 
First National Bank of Adams v. Briggs, 1952 
A.S. 887; Oct. 29, 1952. 


Decedent showed his will to a friend, 





saying that he was going to make a new 
one. Some of the legacies had been 
crossed out in pencil, others had the 
amounts changed, and there was one 
new legacy. The day before he died he 
took the will from under his pillow and 
had a friend read it to him. He asked 
the friend to bring it to the hospital and 
he would get a lawyer to have his will 
changed. He said nothing about revoking 
it. The probate judge allowed the will 
and some of the heirs appealed. 


HELD: Affirmed. While there were 
enough pencil markings on the will to 
revoke it if the intent to revoke existed, 
the question was whether when the de- 
cedent made the pencil cancellations, he 
had the intent to revoke the will or had 
merely a “deliberative intent” to leave 


the will in force until a new will should 


be executed with the changes. The de- 
cedent’s intent was a question of fact, 
and the burden of proof is on the party 
claiming a revocation. On the whole, the 
decedent’s intention was not to revoke, 
but to leave the will in effect until a 
new one could be made. 
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